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Executive Summq 

Purpose How much does medical malpractice insurance add to the natlon’s 
health care costs? What are physlcmns and hospitals paymg for mal- 
practice msurance’ How much have costs increased and how do they 
vary’ The lack of sufficient data to answer these and other questions IS 
hampermg efforts by the Congress and others to determme how to 
address the concerns of health care providers about the high cost of 
insurance 

GAO made this review at the request of Representative John Edward 
Porter and Senator .John Heinz, Chairman, Senate Special Committee on 
Agmg, to develop current mformatlon on medical malpractice issues, 
mcludmg the cost of insurance for physicians and hospitals 

Background The cost of medical malpractice protection for physlclans and hospitals 
consists prlmarlly of premmms for purchased insurance. For hospitals, 
however, the costs of malpractice also include contrlbutlons to self- 
insurance trust funds and payments made from general revenues and 
reserves for uninsured malpractice losses 

Malpractice insurance 1s but one of a number of expenses incurred by 
physlclans and hospitals m doing business Its cost can be put into per- 
spective by viewing It mdlvldually and in comparison to total expenses 
and income 

To obtain data on malpractice insurance costs, GAO asked (1) leading 
insurers m all states and the District of Columbia to provide premium 
quotes for selected physIcian specialties as of ,July 1, 1985, and (2) a 
nationally representative sample of nonfederal hospitals about the 
sources, coverage llmlts, and costs of their malpractice msurance GAO 
also obtained and analyzed data from the American Medical Assoclatlon 
on physician gross income and practice expenses, including malpractice 
insurance, for self-employed physicians and from the American Hospital 
Association on hospital total expenses and net revenues. 

GAO analyzed the hospital data m terms of cost per inpatient day, a com- 
monly used measure for hospitals 

Results in Brief From 1983 to 1985, total medical malpractice insurance costs for physl- 
cians and hospitals rose from $2.5 bllhon to $4 7 billion The 100-percent 
increase u-t physlclans’ malpractice insurance costs and the 57-percent 
increase m hospitals’ costs for that period are both much greater than 
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the change in either the consumer price index or the medical care index, 
which increased by 8 and 13 percent, respectively The medical care 
index 1s an element of the consumer price index relating to the cost of 
provldmg medical services Indications are that insurance costs for phy- 
sicians and hospitals will mcrease substantially m 1986. 

Total malpractice insurance costs for physicians increased from $1.7 bd- 
lion m 1983 to $3 4 billion m 1985 These costs varied widely by spe- 
cialty, by state, and within some states As a percentage of total 
professional expenses, malpractice insurance costs, which averaged 7 
and 9 percent for all self-employed physicians m 1982 and 1984, respec- 
tively. are relatively small m relation to other expense items, such as 
nonphysician payroll and otfic’e expenses However, from 1982 to 1984 
malpractice insurance costs increased at a greater rate than did the 
other expense items The highest premiums for medical malpractice 
msurance for physicians are primarily concentrated m high-risk special- 
ties and in Florida, Illmtrir Michigan, New York, and the District of 
Columbia 

Total malpractice msurame costs for hospitals increased from $800 mil- 
bon in 1983 to $1 3 billion m 1985 These costs varied by location and 
size of hospital and mcreas~d more than total expenses. During this 
same period about 1,920 hospitals increased their coverage limits The 
effect, of the increase in hospital malpractice insurance costs was com- 
pounded by a reduction m total inpatient days over the same period As 
a result,, the revenue base for recovering these costs has been reduced 
Average inpatient day cost attributable to malpractice insurance, how- 
ever, was about 1 percent of the average inpatient day expense for hos- 
pitals m 1983 and 1985 

GAO’s Analysis 

Physicians’ Costs Varied 
Widely 

The *July 1. 1985, premmm quotes GAO obtained from the leading insurer 
in each state and the Dlstrlct of Columbia showed that the annual cost 
of insurance varied widely by specialty and location. For example, for 
the same coverage limits and policy type, obstetricians/ gynecologists in 
TJtah, upstate New York, and Long Island, New York, would have paid 
$13,376, $30,818, and $68,116, respectively In contrast, physicians in 
the same three locattons with the same coverage limits and policy type 
who practiced internal mc~dlclne and performed no surgery would have 
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paid $2,015, $6,069, and $13,413, respectively Insurance costs for 
obstetrics/gynecology increased more than those of other specialties 
From 1982 to 1984 (the latest year for which data were available from 
the American Medical Association), average insurance costs for self- 
employed physlclans increased by 45 percent, with mcreases ranging by 
specialty from 21 percent for pediatrics to 72 percent for obstetrics/ 
gynecology 

Premiums Are a Small Part Premium costs rank fourth on the list of five major expense items for 

of Costs and Income self-employed physicians. These items are nonphysician payroll, 33 per- 
cent, office expense, 26 percent, medical supplies, 11 percent, malprac- 
tice professional insurance, 9 percent, and medical equipment, 6 percent 
Premium costs increased more than any of the other major cost ele- 
ments, with mcrcascs ranging from 1 percent for nonphysiclan payroll 
to 45 percent for malpractice msurance As a percentage of gross 
Income, premium costs varied by specialty and ranged from 2 percent 
for internal medicme to 8 percent for obstetrics/gynecology 

Hospital Daily Inpatient 
Costs Almost Doubled 

From 1983 to 1985, the average hospital malpractice insurance cost per 
inpatient day increased by 85 percent-from $3 02 to $5 60 The mpa- 
tlent day cost of malpractice insurance was determined by dividing total 
malpractice insurance cost by total inpatient days During the 1983-85 
period, total inpatient days decreased by about 13 percent from 267 mll- 
lion to 232 mllhon, while total malpractice msurance costs increased by 
about 57 percent from $849 m&on to $1 336 bilhon The increase in 
average inpatient day malpractice insurance costs over this period is 
much greater than the 26-percent increase m expenses per inpatient 
day, which rose from $392 to $494 

The range of malpractice insurance costs and the amount of increase per 
inpatient day varied considerably In 1985, for example, about 49 per- 
cent of the hospitals had malpractice insurance costs of $3 or less, while 
12 percent had costs of more than $10 per inpatient day Although 
changes m inpatient day costs from 1983 to 1985 varied widely, about 
39 percent of the hospitals had increases m inpatient day costs of 100 
percent or more from 1983 to 1985 

Hospital Costs Varied by 
Size and Region 

Average inpatient day malpractice msurance costs varied by region and 
size of hospital The smallest hospitals (under 50 beds) have the lowest 
cost, and the largest hospitals (500 beds and over) generally have the 
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highest costs However, hospitals wrth very large percentage increases 
m malpractice insurance costs between 1983 and 1985 were concen- 
trated among the smaller hospitals (under 50 beds) For example, about 
38 percent of the hospitals experlencmg increases m average inpatient 
day insurance costs of 200 to 299 percent had under 50 beds 

A number of hospitals also provided comments mdlcatmg that while 
msurance costs were rising, the revenue base over which these costs 
could be spread was decreasing as inpatient days declined and new cost 
containment regulations or ehglblhty restrictions were initiated by the 
states and the federal government This put them m a “squeeze” sltua- 
tlon, ln which they were not able either to absorb the premium cost 
increases without adverse effects on operations or to pass on the 
increases to patients ot other purchasers 

Recommendations This report contams no recommendations 

kgency Comments GAO did not obtain comments on this report 
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Chapter 1 

Introduction 

At the request of Representative John Edward Porter and Senator John 
Heinz, Chairman of the Senate Special Committee on Aging, we under- 
took a review of medical malpractice issues The objectives of our 
review were to develop mformation for the Congress on* 

1 The views of major medical, legal, insurance, and consumer interest 
groups about the existence and nature of any current or impending mal- 
practice problem 

2 Alternative approaches to resolving medical malpractme claims 

3 The economic costs attributable to medical malpractice, primarily the 
direct costs of malpractice msurance for physicians and hospitals 

4 The medical malpractice situation in six selected states (Arkansas, 
Cahforma, Florida, Indiana, New York, and North Carolina) 

5 The characteristics of a national sample of malpractice claims closed 
durmg 1984, including the allegations of negligence leading to claims, 
severity of inJuries, economic losses of inJured patients, compensation 
paid. and time required to close the cases 

The first m a series of reports we plan to issue on these matters, Medical 
Malpractice No Agreement on the Problems or Solutions (GAO/HRD-86 
50, Feb 24, 1986) focused on the views of maJor interest groups con- 
cernmg malpractice problems and alternatrve approaches to resolvmg 
malpractice claims, That report presented the perception of health care 
provider organizations that the high cost of medical malpractice msur- 
ante was a major problem This report presents mformatron on the cost 
of malpractice insurance for physicians and hospitals Later reports will 
provide mformation on the current malpractice situation m the six 
states and the characteristics of malpractme claims closed m 1984 

Background There are both direct and mdlrect costs associated with medical mal- 
practice. The direct costs are primarily related to the cost of malpractice 
insurance. The mdirect costs include (1) the lost productivity of physi- 
cians defending against malpractice claims, (2) the reduced access to 
care when physicians discontmue practicing m certain locations and 
specialties or refuse to perform certain procedures, and (3) the 
increased cost of health care resulting from the practice of defensive 
medicine. 
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Defensive Medicine Defensive medicme has been defined as* 

‘The alteration of modes 01 medlcal practice, Induced by the threat of llablhty, for 
the prlnclpal purposes of forestalhng the posslblhty of lawsults by patients as well 
as provldlng d good legal defense In the event such lawsults are instituted “I 

Health care providers responding to the threat of malpractice lltlgatlon 
may (1) perform additional dlagnostlc tests and/or treatment proce- 
dures, (2) maintain more detailed patient records, (3) increase the 
number of follow-up vlslts by patients, and (4) spend more time with 
patients The Assoclatmn of Trial Lawyers of America has stated that 
this type of “defensive medlcme” IS merely careful medicine The Amer- 
ican Medical Assoclatlon (AMA), on the other hand, has stated that these 
practices are not dlctatc>d by medical need but by the perceived need to 
reduce the risk of incurring a malpractice claim As such, they state, 
these practices are of marginal benefit to patients and do not Justify the 
added cost The threat of medical malpractice htlgatlon may also induce 
some physlclans to refuse to perform certain high-risk procedures, to 
change then- specialty or the location of theu- practice, or retire early 

The cost of defensive mtdlcme 1s lmposslble to quantify with any degree 
of confidence becaustb of the difficulty m developing a sound method- 
ology to isolate “defensive” practices from medical care provided for 
good chrucal reasons In 1985, AMA estimated the annual cost of defen- 
sive medicine to be about $15 bllhon 

Elements of Malpractice 
Insurance 

Most health care provldcrs (physlcmns and hospitals) purchase profes- 
slonal liability insurance to protect themselves from medical malpractice 
claims IJnder the insurance contract, the insurance company agrees to 
accept financial responslblllty for paying any claims up to a specific 
limit of coverage durmg a fixed period m return for a fee The insurer 
mvestlgates the claim and defends the health care provider. However, m 
addition to or m place of purchased insurance, some hospitals self- 
insure all or part of their medlcal malpractice risk Others make no 
formal provlslon for coverage but pay losses as they are incurred from 
general revenues and reserves. Insurance companies buy remsurance 
from other insurers to cover potential losses that may be too large for 
the mdlvldual company to absorb 

‘3x-t ot the Secret~ry’~ ( w~rmactlcr Department of Health, ~ducdhon, and 
!v?lfdW 1973 
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Variation of Rates Malpractice insurance rates for physlclans vary by specialty and geo- 
graphic location and generally increase m proportion to the amount and 
complexity of surgery performed. Rates may vary from state to state 
and within a state For rate purposes, insurance compames usually 
group physician speclaltlcs mto dlst,mct classes Each class represents a 
different level of nsk for the company 

The number and clomposltlon of rate classes may vary from company to 
company For example, the St Paul Fn-c and Marme Insurance Company 
uses 8 rate classes lor physicians, whereas the Medical Llablllty Mutual 
Insurance Company of New York uses 14 Rates are typically deter- 
mined based on the claims experience of the class rather than that of the 
mdlvldual physician Some insurance companies assess a surcharge, m 
addltlon to the standard rate, for physicians with an unfavorable mal- 
practice claims experkenc e 

Malpractice msurancc rates for hospitals are frequently based on the 
malpractice loss cxpcrlencc (m term of numbers of claims filed and the 
amount per paid &urn) of the mdlvldual hospital For example, m detcr- 
mining its rates, the St I’aul Company mcludcs a factor to adJust its 
standard rates for ~9~ hosplt,al’s lustonc*al malpractice loss experience 

Types of Policies Malpractice msurance 1s written on either an occurrence or a clalms- 
made basis An occurrence pohcy covers malpractice events that 
occurred durmg t hc pohcy period, regardless of the date of discovery or 
when the claim may bc f lled A claims-made pohcy covers malpractice 
events that occurred after the effective date of the coverage and for 
which claims arc made during the pohcy period Premiums for clalms- 
made pohcles are generally lower at first because the risk exposure to 
the insurer 1s low<l1. but premiums increase each year the health care 
provider 1s covered until the 5th year, when they mature or stabilize 

Generally, even of the expected number of claims and size of awards/ 
settlements were the same for both pohcy forms, the occurrence rate 
will be higher than the mature claims-made rate for identical limits of 
coverage This 1s because the uncertainty involved m proJectmg losses 
that will not be reported for some years mto the future (occurrence 
pohcy) IS greater than that mvolved m proJectmg losses to be reported 
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m the current year (claims-made pol~y).~ According to Joseph B Nardl, 
President of the St Paul Medical Services Dlvlslon, claims-made pricing 
IS more accurate because it 1s based on claims already reported to the 
company, whereas the prlcmg of an occurrence pohcy 1s based not only 
on known claims, but also on speculative proJections of claims yet to be 
reported m a legal environment yet to be experienced 1 

To cover claims filed after a claims-made pohcy has expired (such as 
would occur when the health care provider changes insurers or dlscon- 
tmues providing medical services), the health care provider may pur- 
chase insurance known as a reporting endorsement or “tall” coverage 
The St Paul Company has stated that it bases the cost of tall coverage 
for physlclans and hospitals on the rates, and thus the legal envlron- 
ment, m existence when the coverage IS purchased 

Coverage Lumts Typically, medical malpractice insurance pohcles have a dollar limit on 
the amount that the insurance company will pay on each claim against 
the insured (per-occurrence limit) and a dollar limit for all claims 
against the insured (aggregate limit) for the policy period, usually 1 
year For example, limits of coverage of $1,000,000/$3,000,000 mean 
that the insurer will pay up to $l,OOO,OOO on a single claim and up to 
$3,000,000 for all claims against the insured during a policy year The 
higher the hmlts of coverage, the greater the cost of the msurance, how- 
ever, cost does not increase m direct proportion to mcreasmg limits of 
coverage Small or moderately sized claims occur more frequently than 
do very large claims 

Health care providers may purchase medical malpractice insurance cov- 
erage m layers from different sources if the hmlts required by state law 
or desired by the provider cannot be obtained from a single source. For 
example, some states have patient compensation funds or catastrophic 
loss funds, which work m combmatlon with insurance purchased from 
an insurance company Physlclans m Pennsylvania, for example, are 
required to have $1,200,000/$3,600,000 m malpractice coverage The 
first $200,000/$600,000 1s obtained from an insurance company, and 
the next $1,000,000/$3,000,000 from the state-operated catastrophic 
loss fund. A Pennsylvama physician desiring coverage beyond the 

‘Myron F Steves, Jr , “Medical I’roks~londl Llablhty” from ProfessIonal Llablhty in the Elghtles a 
monograph pubhshtxl by the Sot iety of Chartered Property and Casualty IJnderwntcrs, Fall 1983, 
pp 99-100 

‘“Physuxn dnd Surgeons’ ~~pdd.tc ’ St Paul Fire and Manne Insurance Company, 1984 p 3 
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required level would then have the option of purchasing additional 
limits of coverage from the same insurance company writing the 
$200,000/$600,000 llmlts or from another company 

Because small and moderately sized claims occur more frequently than 
very large claims, msureds who assume a portion of this risk through a 
deductible can reduce their insurance premiums IJnder a pohcy with a 
deductible provision, an insurer 1s liable only for losses m excess of a 
stated amount up to the pohcy hmlts For example, if a hospital mcurred 
a $300,000 malpractice loss while msured under a $1 ,OOO,OOO per- 
occurrence pohcy with a $100,000 deductible, the hospital would pay 
$100,000 of the loss and the insurer would pay $200,000 Generally, the 
higher the deductible, the greater the premium savings 

Some hospitals with a deductible provision “insure” this risk by estab- 
hshmg a self-insurance trust fund Others pay these losses as they are 
incurred from general revenues and reserves 

Medical Malpractice 
Insurance Market 
Conditions From 1980 to 
1985 

During the 1980-85 period, the medical malpractice insurance market 
was sigruflcantly affected by increasing payments for malpractice 
claims, dechmng interest rates, and a tightening of the remsurance 
market. These factors, as discussed below, contributed to increased 
costs of malpractice Insurance for physlclans and hospitals 

Increasmg Loss Payments The number (frequency) of claims and the average pald per paid claim 
(seventy) are the primary factors that affect the cost of insurance 
During the 1980-85 period, both the number and the severity of claims 
were increasing As a result, the total payments made by malpractice 
insurers were mcreaslng 

According to the St Paul Company, which in 1985 msured more than 
55,000 physicians m 44 states and about 1,555 hospitals m 47 states, 
both the frequency and severity of claims for physicians and hospitals 
have been increasing The number of claims reported per 100 physlclans 
Increased from 10 5 m 1980 to 15.1 m 1983 to 17 8 m 1985-an overall 
increase of about 70 percent since 1980 The number of claims filed per 
100 occupied hospital beds mcreased from 2.1 m 1980 to 3.0 m 1983 to 
4 3 m 1985-an ocerall increase of about 104 percent. For physicians, 
the SITerage amount paid on claims closed with payment increased from 
$28,059 in I980 to $53,380 m 1983 to $70,170 m 1985-an overall 
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increase of about 150 percent For hospitals, the average amount paid 
on claims closed with payment increased from $12,802 m 1980 to 
$26,735 m 1983 to $40,281 m 1985-an overall increase of about 215 
percent 

Declmmg Interest Rates Bonds are generally the largest single type of asset held by property/ 
casualty insurers 4 Mavls Walters, Senior Vice President of Insurance 
Services Office,” stated that there was no reason to believe this would be 
markedly different for medical malpractice msurers From the time 
provider-owned malpractice insurance companies began entering the 
market m the mid-1970’s until mid-1984, interest rates on bonds gener- 
ally increased The movement of interest rates on Moody’s Corporate 
Aad Seasoned Issues (long-term bonds), for example, shows that rates 
increased from January 1978 to September 1981, reachmg a high of 
15 49 percent. After decreasmg to 11 46 percent m May 1983, mterest 
rates on these bonds began mcreasmg again, reaching 13 55 percent in 
,June 1984 From ,Junt 1984 through December 1985, interest rates 
steadily dechned In December 1985, the rate on Moody’s Corporate 
issues was 10 16. Thcb general direction m the movement of rates during 
this time was the same for other bonds, such as U S Government lo- 
Year Constant Maturity Bonds and Moody’s Aaa State and Local Bonds 

The obJective in estabhshmg Insurance premium rates is to develop rates 
that will be appropriate for the period durmg which they apply To be 
appropriate, the rates must generate funds to cover (1) losses occurring 
durmg the period, (2 ) admuustratlve costs of runnmg the company, and 
(3) an amount for unknown contmgencles, which may become a profit If 
not used 

When interest rates were rlsmg m the late 1970’s and early 1980’s, mal- 
practice insurers were engaged m mtenslve competltlon for market 
share Accordmg to MS Walters, many companies priced their malprac- 
tice pohcles below actuarially indicated levels in order to be competitive 
and m recognltlon of the mvestment income that would be earned at the 
existing high interest rates This practice, employed by property/casu- 
alty insurers m general as well as medical malpractice insurers, 1s 
referred to as “cash flow underwntmg ” MS Walters stated that when 

‘Term E Troxcl, et al , ~wtv-L~ab~hty Insurance Accounting and Fmance Amencan Institute for -I. 
Property and Llablbty ITndrr~ raters 1983. p 63 

‘The Insurdnw Serwcrs Oftll c’ 15 d nonprotit corporation that makes avadable ratmg, statistical, 
dchldndl polq form dnd rcGtc4 5~17 ICC\ to dny I S property/casualty msurer 
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Interest rates declmed, insurers began to raise prices closer to actuarl- 
ally Indicated levels, now recogmzmg lower levels of investment mcome 

T@temng of Reinsurance Market The remsurance market was also affected by mcreasmg payments made 
on claims by insurers and decreasing interest rates The net effect was a 
tightening of the remsurance market resultmg m higher msurance costs, 
less avallablhty of higher coverage hmlts, more restrlctlve terms and 
pohcy restrictions when limits are available, and greater assumption of 
losses on the part of insurers. 

Remsurance allows companies to share theu- risks with other companies 
and to stabilize insurance losses, which may fluctuate considerably The 
capacity (annual net premiums written m relation to pohcyholders’ sur- 
plus, 1 e , owners’ equity) and wlllmgness of the mternatlonal remsur- 
ante market to accept part of the risk for potential malpractice losses 1s 
important to ensuring the avallablhty of medical malpractice Insurance 

According to the St Paul Company m 1985, recent deterloratmg under- 
wrltmg results (losses In relation to premiums earned) of malpractice 
insurance companies caused some remsurance companies to withdraw 
from or reduce their involvement m the malpractice insurance market 
The St Paul Company stated that remsurers that contmue to provide 
malpractice coverage are increasing the premiums they charge msur- 
ante companies and that some reinsurers are requiring insurers to 
assume more of each loss and, therefore, absorb more total losses. The 
St Paul Company added that some reinsurers have refused to reinsure 
occurrence malpractice policies or have reduced coverage limits they 
will offer h 

During the period of high interest rates, reinsurers were also highly 
competltrve for market share As with primary insurers, this competl- 
tlon was reflected m lower than actuarially indicated insurance prices 
Accordmg to John C Etlmg, President of General Remsurance Corpora- 
t10n,7 as long as rnterest rates remained high, the poor underwrltmg 
results were masked He stated, however, that when interest rates 
turned m 1984 and the losses appeared, the immediate reaction of both 

““The St Paul s IlospUl tTpddtC St Paul Fu’e md Mdrmr Insurance (‘onipdny 1985, p 4 

‘Presentation at the 10th IntcwMwnal Captlw Insurance and Kemwr&w Fnrum, March 198h. ,S 
repcv-ted m Busmess Insurance Apnl 4 I98ti 
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msurers and remsurers was to stop the losses, raise rates, cancel busl- 
ness, wlthdraw from markets, and cut hnes of insurance wrltten and 
classes of risks assumed 

Objectives, Scope, and Our overall ObJective was to develop mformation on the direct cost of 

Methodology 
medical malpractice msurance for physlclans and hospitals To accom- 
plish this, we (1) request,ed the leading insurers of physlclans m the 50 
states and the District of Columbia to provide their rates for selected 
physlaan specialties as of .July 1, 1985, and (2) surveyed 1,782 hospl- 
tals in those 51 Jurisdic~tlons regarding their sources, coverage hmlts, 
and costs of rnalpra(‘t~c~c~ insurance for pohcy years 1983-85 

Physician Costs 
-- 

To develop mformatlon on trends m physlclans’ medical malpractice 
Insurance costs, we obtamed and analyzed reports from AMA'S Profile of 
Medical Practice and Socloeconom1c Momtormg System (SMS). Both of 
these sources provldtt mformatlon on physlclan mc’ome and expenses 

Through annual surveys,, AMA collects earnings and expense data on 
physlclans mvolved m patlent care actlvltles Physlclans are chosen 
from a stratifled sample selected from the AMA Physlclan Masterfile The 
Masterfile contains Lurrent. and hlstorlcal mformatlon on the profes- 
sional activities, suc’h as type of practice (patlent care or nonpatient 
care) and specialty ot evcrg known physlclan in the Umted States AMA 
then reports its Information m terms of averages for each calendar year 
Because AMA data for 1985 will not be available until the fall of 1986 
and there was a tnhangr$ m data collection methodology as well as incom- 
plete malpractice msurance information m 198 1, a transltlon year, AMA 
data for the years 1481 and before were not comparable to later years 
Therefore, we llmitctl olu- USC of AMA data to the 1982-84 period 

Further, durmg this period AMA reported expense data for only self- 
employed physlclans while reportmg net mcome for both self-employed 
and employee physlclans Thus, we used the AMA data for self-employed 
physicians to maintam consatency m our analysis As for physlcmn spe- 
claltles, although SMS has 10 rcportmg classlflcatlons, during the 1982- 
84 period, .4MA conslsW-&ly reported complete income and expense 
(including malpra&cc insurance) data for only the following five spe- 
cialties generallfamlly practice, mternal medlcme, pediatrics, surgery, 
and obstetrlcs/gynetLology These were the AMA speclaltles used m our 
trend analysis for th t’ 1982-84 period 

Page l!J GAO/HRD-86-112 Medical Malpractice Insurance Gusts 



Chapter 1 
Introduction 

We independently obtained malpractice premium rate quotes as of July 
1, 1985, for prIma@ limits of coverage for each of seven physician spe- 
claltles To obtain the range of malpractice premiums from low- to high- 
risk specialties, we selected the following speclaltles shown m ascendmg 
order of risk, as classlfled by the Insurance Services Office. 

l Internal Medicine (no surgery) 
. General/Family Practice (minor surgery) 
. General Surgery 
. Anesthesiology 
l Obstetrics/Gynecology 
l Orthopedic Surgery 
. Neurosurgery 

The rate quotes were obtained from the leadmg msurer of physlclans m 
each of the 50 states and the District of Columbia for the predominately 
purchased limits of primary coverage for each selected specialty We 
Identified, from each state’s medical society, the company that was the 
leadmg Insurer based on the largest number of physicmns insured. In 
July 1985, we requested each state’s leading insurer to (1) identify, for 
the most recently completed pohcy year, the predominate malpractice 
insurance coverage limits purchased from that company m that state by 
physicians m each of the seven speclaltles, (Z} provide premium rate 
quotes’ as of July 1, 1985, for each selected specialty for each unique 
pricing territory m the state, and (3) provide the number of physicians 
insured m each specialty by the company m the state 

Hospital Costs To obtain mformatlon on hospital costs, we sent a questionnaire (see 
app VI) to 1,782 commumty hospitals, lo asking them to provide data on 
their professional hablhty msurance We asked hospitals to provide 
mformatlon regardmg the sources, coverage hmlts, and costs of both 
their primary and above-primary levelsI of coverage for their pohcy 

*The first Idyer of msurdnc’~~ co+(Xrdg? 15 commonly known as b&lc or pnmq covet-a@ 

‘We obtained rates for th(% type of pobcle~ wntten by the leading mwrws For a clams-made pohcy, 
we asked for the mature rate (usually after 5 l~ara) 

“‘Cnmmumty hoSpitdlS. & drlmed bJ the Amf!ncdn Hospital Assocldtlon, are all nunfederal short- 
term general (averagr stag of less thdn 30 day-,) and other specral hospitals, excludmg hospital units 
of mstitutions 

“We refer to the basic lc\el ol msurance llablbty cocerdgr ds pnmary dnd the coverage above the 
b;rslc le\ el ds excess or dbue-pnmary coverqe 
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- 
years ending in 1983. 1984, and 1985 In addition, we asked each to pro- 
vide data on the number of inpatient days, outpatient visits, and emer- 
gency room vlslts and problems experienced or expected in obtauung 
insurance for the 1986 pohcy year Seventy percent, or 1,248 hospitals, 
returned completed questionnaires as of February 28, 1986 We also 
obtamed hospital total expense and net revenue data for the 1983-85 
period from the American IIospital Assoclatron (AHA) 

The 1,782 sample hospitals were randomly selected from 5,783 commu- 
nity hospitals reported for the 50 states and the District of ColumbialZ m 
AHA’S 1984 Editron of -Atal Statistics The 1984 Edition presented 
statistical data-by hospital size (number of beds) and geographic loca- 
tion among other things-obtained through AHA’S 1983 Annual Survey 
of IIospitals 

At our request, AIIA randomly selected a sample of hospitals from a 
stratified universe According to 411~‘s sample design, the universe was 
divided into 72 strata reflecting eight hospital sizes within each of the 
tune census regions (see app I) This design permitted us to analyze mdi- 
vidual regions and hospital sizes but did not permit analysis by hospital 
SIZP wlthm regions The RHA sample was weighted so that proportion- 
ately more large hospnals were selected because of perceived greater 
variabihty among such hospitals 

We pretested several drafts of our questionnaire by mail at hospitals of 
various sizes selected throughout the rune regions and by m-person 
visits to hospitals in the Washmgton, D C , metropohtan area The mfor- 
mation obtained was used to refine the questions and termmology used 
in the final questionnaire 

We u-utially mailed the 1,782 questionnaires on July 29, 1985, with 
follow-up mailmgs to nonrespondents on September 20, 1985, November 
13, 1985, and .January 31, 1986 We pledged to keep confidential the 
names of mdividual hospitals participatmg m the survey. 

As we received the completed questionnaires, we reviewed the data pro- 
vided for consistency and completeness before coding the responses for 
keying into our data base Where data items appeared mconststent or 
incomplete, we contacted the hospital personnel by telephone and 
attempted to obtain the mlssmg data or resolve the mconslstencles, how- 
ever, some hospitals could not provide all of the data requested We did 
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not verify the accuracy of the data provided Appendix VII provides sta- 
tistlcal mformation on the universe, our sample, and the respondents by 
hospital size and census region 

Some of the hospitals provided reasons for not completing the question- 
naires The reasons cited included lack of staff, time constraints, and the 
complexities mvolved m obtaining the data because of affihatlon with a 
multihospital system Based on our tests of nonrespondents by region, 
hospital size, and ownership, we believe the characteristics of these hos- 
petals would not be much different from the responding hospitals 

We primarily performed our analysts by mne geographic census regions 
and seven hospital size ranges. The responses from hospitals m the two 
smallest size ranges (as shown m app. VII> were combined to improve 
the rehabihty of our estimates for the smaller hospitals where we had 
lower response rates 

We also analyzed some of the data according to the sources used by the 
hospitals to protect themselves from malpractice claims-self-msurance 
trust funds, purchased Insurance, or combmatlon of self-insurance and 
purchased A self-insurance trust fund is a reserve fund which is main- 
tamed m a segregated account by an intermediary and to which the hos- 
pltal makes contnbutlons generally on an annual basis. Purchased 
msurance mcludes st,atc catastrophic funds or patient compensation 
funds as well as msurance provided by commercial carriers and 
hospital-owned msurcrs Cur analysis of coverage limits was based on 
the total primary and above primary per-occurrence limits obtained 
through self-msurance and/or purchased insurance 

For our cost analyses, total hospital malpractice costs include contnbu- 
tlons to self-msurance trust funds, premiums for purchased insurance, 
and uninsured losses We determmed the medical malpractice Insurance 
cost per inpatient day by dividmg the total malpractice costs by the 
number of inpatient days since most of the malpractice exposure and 
msurance cost 1s related to inpatient services For example, m devel- 
oping hospital malpractice msurance rates, the St Paul Company con- 
siders 2,000 outpatient visits to be equivalent m risk exposure to one 
hospital bed which could produce 365 inpatient days. Hospitals 
pretesting our questionnaire were generally not able to distmgmsh 
between the portion of their total malpractice insurance costs attribut- 
able to inpatient versus outpatient services AIIA computes an average 
expense per inpatient day by muItiplymg total expenses by the ratio of 
total net (of contractual adJustments, bad debts, charity, and so forth) 
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inpatient revenue to total net patient revenue and drvldmg the result by 
the total number of inpatient days. Using AH.4 data on inpatient days 
and outpatient vlsrts and prorating malpractice insurance costs on the 
basis of 2,000 outpatients equaling 365 inpatient days, the cost of mal- 
practice insurance for outpatient servrces as a percentage of the total 
cost of malpractice insurance would have been 13 7 percent in 1983, 
14.9 percent in 1984, and 16 4 percent m 1985 

Our estrmates are based on weighting procedures applied to our 1,248 
responding hospitals’ data by a statrstical analysis package. In instances 
where data elements were mrssmg from a hospital’s response (e.g., I983 
cost data), the estimated values will be for less than the total number 
(5,783) of hospitals in the universe We verlfred a random sample of the 
data entered into the programs and tested the programs to ensure the 
relrabibty of our analyses 

The sampling errors are stated at the 95-percent confidence level This 
means that, wrth the data collected, the chances are 19 out of 20 that 
the results obtained would not differ from the estimates by more than 
the sampling error shown for each estimate The values discussed m this 
report and their sampling errors are presented in appendix VIII. We per- 
formed our work in accordance wrth generally accepted government 
audit standards 

We did not attempt to determine why malpractice msurance costs vary 
among physician and hospitals or whether malpractice insurance rates 
were reasonable based on clarms experrence. 
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Physician Medical Malpractice Insurance Costs 
Increased but Varied Widely by Location 
and Specialty 

A maJor part of the debate concerning medlcal malpractice focuses on 
the premiums being paid by physicians, the extent to which they are 
increasing, and the percentage of total expenses that they represent, 
Some physicians and physician organlzatlons argue that malpractice 
insurance costs are high and rising rapidly and that this 1s forcing some 
physicians to practice defensive medicine, change practice speclaltles, 
dlscontlnue certain services and procedures, or retire early The Assoa- 
atlon of Trial Lawyers of America argues, however, that malpractice 
premiums represent a small cost of doing busmess 

Total premiums paid by private patient care physlclans’ Increased from 
$1 7 bllhon m 1983 to $3.4 billion m 1985 These increases far exceeded 
increases in the consumer price index (WI) and medical care index (MCI) 

over the same period The rates and increases, however, varied consld- 
erably by specialty and geographic location. Based on rates we obtained 
as of July 1, 1985, physicians practicing orthopedic surgery, neurosur- 
gery, and obstetrlcsjgynecology generally paid the highest premiums. 
According to the latest AMA data, physicians m these specialties repre- 
sented about 11 percent of the total private patlent care physicians L 
Rates paid by physlclans m these and other speclaltles varied conslder- 
ably, however, from state to state and even within some states. For 
example, based on rate quotes we obtamed from each state’s leading 
Insurer, m 1985 a Long Island, New York, obstetrlclan/gynecologlst 
purchasing coverage llmlts of $1,000,000/$3,000,000 would have paid 
$68,116, while an obstctnclan/gynecologlst m Utah would have paid 
$13,376 for the same limits For coverage limits of $l,OOO,OOO/ 
$1 ,OOO,OOO m 1985, physicians practlcmg general/family medicine 
would have pald a premium of $18,229 m Dade and Broward Counties m 
Florida, but $2,760 m North Carollna. 

As a percentage of average total professional expenses, average mal- 
practice premiums for self-employed physicians increased from 7 per- 
cent m 1982 to 9 percent m 1984 Again, there was slgnlflcant variance 
by specialty In 1984, for example, average premiums for self-employed 
general and family practltloners were about 5 percent of average total 
expenses, but average premiums for self-employed obstetnclan/ gyne- 
cologists were 16 percent of total expenses 

‘Physman Chdractenstlc\ and Dldnbutlon m the (7 S , 1984 EditIon, Department of Data Release 
S&ccs, Dlvlslnn of Surw~ and Ddtd Resources, Amencan Me&Cal Assoclatlon, 1985, p 112 
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Total Malpractice 
Premiums for 
Physicians Doubled 
From 1983 to 1985 

AMA~ estimates that total premiums paid by the over 400,000 private 
patient care physicians Increased by 100 percent from 1983 to 1985 
Indlcatlons are that physlclan-owned companies, which insure more 
than half of practicing physicians, will increase their 1986 malpractice 
insurance rates substantially The Medical Llablhty Momtol-4 of Feb- 
ruary 27, 1986, reported that, m its telephone survey of 35 physlclan- 
owned companies, 21 indicated that they will seek rate increases aver- 
aging about 40 percent for 1986. 

While the 1983-85 increases are slgmficant, some groups, such as the 
American Trial Lawyers Assoclatlon, believe that using these figures to 
indicate that physician malpractice premiums are at a crisis level 1s mls- 

leading because total physlclan premiums still make up less than 1 per- 
pent of the country’s total health care costs, which were about $390 
bllhon m 1984 

Two other key measures can be used m analyzing physlclan premmms. 
These are the CPI and the MCI Ti As shown m table 2 1, physician pre- 
miums for the 1983-85 period have increased more than either of these 
indexes 

Table 2.1: Comparatwe Percent 
Increases for Physician Premiums and Dolars n b lhons 

Consumer Pnce and Medical Care Physician premiums CPI MCI 
indexes From 1983 to 1985 Percent Percent Percent 

Amount increase Index increase Index increase 

1983 $1 7 . 2984 . 357 3 l 

1985 34 100 322 2 8 403 1 13 

Average Premiums 
Varied by Region 

Average malpractice insurance premiums for self-employed physicians 
varied considerably among t,he census regions b AMA collects data on self- 
employed physician expenses, including malpractice insurance costs, 
and reports this information m terms of averages Table 2 2 shows that 
average premiums each year varied by region and increased for every 
region from 1982 to 1984 

‘IInks\ otheruw mdlcdtcd, physicInn ddtd are from AMA’s SMS 

“A monthly newsletter that rr~ptrrts medical, profewonal habihty new, 

‘The WI meawreb the aver&e change m prlLes III d market basket of goods and services, while the 
MCI, d Cl’1 element. measutw tht, C~wrage c hdngc m prices for medlcdl care commodltles and servwes 
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Table 2.2: PhysIcIan Average Premiums 
and Percent Increase From 1982 to Physiclen premiums Percent 
1984 by Census Region Regiona 1982 1983 1984 Increase 

1 $5,500 $7,ibO $7,300 33 

2 7,400 8,800 10,400 41 

3 5,700 6,300 -8,600 51 

4 5400 7,200 7,700 43 

5 4,600 5,900 6,500 41 

6 5,200 4,900 8,300 60 

7 4.200 5,100 5,400 29 

8 5,600 6 600 
-_- -. ..- --- 

7,500 34 

9 6,700 9,000 10,000 49 

?3ee appendix I for the U S census regms Region 1 IS New England, 2 IS the MIddIe Atlantic. 3 IS the 
South Atlantic 4 IS the East North Central, 5 IS the East South Central 6 IS the West North Central, 7 IS 
the West South Central, 8 IS Mountain, and 9 IS Pacific 

Furthermore, as illustrated m figure 2.1, the difference m average pre- 
miums between the regions with the highest and lowest average pre- 
miums has increased. This gap widened principally because, from 1982 
to 1984, in region 2, the region with the highest average premium pald, 
the average premium increased by about 41 percent-from $7,400 to 
$10,400-while m region 7, the region with the lowest average pre- 
mium, the average premium increased by about 29 percent-from 
$4,200 to $5,400 
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Figure 2.1: High and Low Average 
Premiums Nationwide for 1982 to 1984 

6 

1982 1983 

"(',I1 

Average Prerniurns 
Were Higher for All 
Specialties but 
Increased More for 

~----- 
Average premiums varied by speclaltyT and were generally higher for 
speclaltles mvolvmg surgery As shown rn table 2 3, the average pre- 
mium for all self-employed physicians increased from $5,800 m 1982 to 
$8,400 m 1984-about a 45-percent increase Pediatrics had the lowest 
increase, about 21 percent, from $2,900 m 1982 to $3,500 m 1984 

Obstetrics/Gynecology 
Average premiums increased for obstetrics/gynecology from $10,900 m 
1982 to $18,800 in 19X4--about a 72-percent increase 

TDunng the 1982-84 penod AMA cv)nsn&ntl~ reported compktt mc’ome and rxpenw data for self- 
employed physic~~~~, mcludmg nwdlcal mApr&&cr msurdnrc datd for only fn e specmltm I’hcre- 
tore, we hnuted the trend dndl\ 51% to thtw spec ldltw 
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Table 2.3: PhysIcIan Average Premiums 
and Percent Increase From 1982 to PhysIcIan premiums Percent 
1984 by Specialty Specialty 1982 1983 1984 increase 

All physlclans $5,800 $7,100 $a,400mp- ~ 45 

General/family practice 3,500 4,400 4,600 31 

-~~~ ~ kernal medicine 3,700 4,400 4,900 32 .~ 
-~ Surgery 9 900 10,900 13,400.- 35 - -.. ____~ ~.~ 

Pedlatncs 2,900 3,900 3,500 21 .-- 
Obstetrics/gynecology 10,900 14,100 18,800 72 

Average Premiurns Malpractlcc insurance was the fourth largest of five expense items As a 

Were a Small 
percentage of average total expenses for self-employed physicians, 
average malpractice premiums were small but mcreased more than 

Percentage of Average other expenses between 1982 and 1984 As shown m table 2 4, these 

Total Expenses but 
Increased More Than 
Other Expenses 

expense items Included (1) nonphyslclan payroll, (2) office expenses, (3) 
medical supplies, (4) insurance, and (5) medical equipment Average 
insurance premiums increased from 7 percent of average total expenses 
m 1982 to 9 percent m 1984 In absolute dollars, premiums increased 
about 45 percent As a percentage of average total expenses, the largest 
item, nonphysician payroll, decreased from 39 to 33 percent even 
though these costs increased slightly from $30,400 m 1982 to $30,600 m 
1984 Average medlcal equipment costs, the smallest item, remained at 6 
percent of average total expenses even though they increased from 
$4,900 m 1982 to $5,500 m 1984, or about 12 percent 

Table 2.4: Physician Average Expenses as Percentages of Average Total Expenses and Percent Change From 1982 to 1984 

1982 1983 1984 Percent 
Physician expense Amount Percent Amount Percent Amount Percent change - --- 
Total $78,400 . $85,900 . $92,600 . +18 

NonphysIcian payroll 30,400 39 29,200 34 30,600 33 +1 

Office expenses 17,500 22 21 000 24 24,000 26 +37 --.~- ---.. 
Medical supplies 7,800 10 9 200 11 10,500 11 +35 .- 
Malpractice Insurance 5,800 7 7,100 8 8,400 9 “I-45 -- -.- 
Medical eau oment 4 900 6 5.100 6 5.500--- 6 +12 

Note Expenses do not add lo total because more physlclans were able to answer the AMA questlon on 
total expenses than could answer questIons on the lndlvldual expense Items 

Table 2 5 shows the trend in physician average expenses for five spe- 
claltles For general/family practice, internal medlcme, and pedlatncs, 
average insurance costs as a percentage of average total expenses in 
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1982 and 1984 ranged from 4 to 6 percent, while for surgery and obstet- 
rics/gynecology, the range was 9 to 16 percent. 

Table 2.5. Physician Average Expenses as Percentages of Average Total Expenses by Specialty for 1982 and 1984 

GeneraUfamilv Internal Obstetrics/ 
praciice - medlcme 

1982 1984 1982 1984 
_ Pediatrics 

1982 1984 
Surgery 

1982 1984 
aynecologir 
1982 1984 

NonphysIcIan payroll 

Maloractlce insurance 

42 35 39 36 39 37 37 33 43 30 ~ -- -. ~ ~~-~~ -~ 
5 5 5 6 4 5 9 IO 10 16 

Medical equipment 6 --6 7 5. 

Offlce expenses 23 26 25 25 -~ ~~-I~ ~- ~- .-.- ~~ __ ~~ 
Medlcal supplies 15 16 10 13 -. - ..-~ __ - ~~ ~- - -. 
Other expenses 9 12 14 15 

4 5 7 7 7 6 

26 30 21 25 23 26 

12 13 8 11 9 11 

15 10 18 14 a 11 

Average Premiums 
Were a Small 
Percentage of Average 
Gross Income 
Table 2.6: Physician Average Expenses 
as Percentages of Average Gross 
income for 1982 and 1984 

In 1984, average premiums for self-employed physlclans represented 4 
percent of their average gross mcome,s which was $187,400 in 1982 and 
$211,200 m 1984 Table 2 6 shows premium costs and other physlclan 
average expenses in r&tion to average gross income 

Average gross Income 

Professional insurance 

NonphysIcIan payroll 

Officeexpenses 

MedIcal supplres 

Medical equipment 

1982 1984 
Amount Percent Amount Percent ~ -~ - 

$187,400 l $211,200 . 
-- 

~ -~ - 5,800 3 8,400 4 ~~ __-~ 
30,400 16 30,600 15 ~ ---~~ ~~-. 
17,500 9 24,000 11 -.- 
7,800 

-~ .-___ 
4 10,500 5 

.-- 4,900 3 5,500 3 

AMA data indicate that insurance takes up a larger portion of average 
gross income for obstetrics/gynecology than It does for other speclaltles 
As shown m table 2 7, the average obstetrics/gynecology insurance costs 
ranged from 5 percent of average gross income m 1982 to 8 percent m 
1984 

“We cdhldkd phywian gross inc ornr from datd reported by SMS by summlng the average net 
m( ome and the average profeswnal ~-qxnsr~s of selfcmployed physlclans 
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Table 2.7: PhysIcIan Average Premiums 
as Percentages of Average Gross 
Income for 1982 and 1984 by Specialty 

1985 Rates Varied 
Widely by State and 
Specialty 

Specialty 
Pedlatrlcs 

General pract ce 

Internal medicine 

Surgery 

Obstetrics/gynecology 

1982 1984 
Premiums Percent Premiums Percent 

$2,9Ocr 2 $3,500 2 

3,500 2 4,600 3 

3 700 2 4,900 2 

9,900 4 13,400 ~~ 5 

10,900 i 18,800 8 

PhysicIan malpractlcca msurance rates varied slgmhcantly among spe- 
claltles in every state Moreover, there were slgmficant differences m 
premmms for each specialty across states Our analysis of the natlon- 
wide rate quotes shows that, as of .July 1, 1985, the premiums of 
$50,000 and abovch wore concentrated m four states and the Dlstrlct of 
Columbia Florida and Kew York had high premiums ($50,000 or above) 
for neurosurgery, obstetrics/gynecology, and orthopedic surgery; Mlch- 
lgan and the Dlstrlc,t of Columbia for neurosurgery, and Illmols for neu- 
rosurgery and ort hopedlca surgery Tables 2 8 and 2 9 show the 
malpractice msuranc P premiums by state for the predominately pur- 
chased coverage llmlts and policy form for internal medlcme and neuro- 
surgery-the spc~;tll,les with the lowest and highest malpractice 
insurance premiums For internal medlcme (no surgery), premiums 
ranged from $8,445 in Michigan to $1,293 m Indiana For neurosurgery, 
premiums ranged from $64.696 m Florida to $9.150 m South Carolina 
(See app II for pr<mmm mformatlon on the other five speclaltles ) 
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Table 2.8: Malpractice Insurance 
Premiums Pald by Physicians In 
Internal Medlcme (No Surgery) by State 
as of July 1,1985 

State 
MIC 

IL= 

FL’ 

NY”,d 

NJ 

HI 

CAL 

AK 

RI 

PAc 

AZ 

OK 

MDr,” 
DC;7 -~ -- ~- 

CF 

WV” 

NV 

WA 

GA-- ~~ - -~~ ~ ~~ 
ALd 

WV - --~ ~~ 
KS 

MO 

ME 

SD 

VA;- 

DE; - 

TN ~~ ~- - 
KYd 

VT 

1A -- - _ - _- 
MN 

UT” 

i/l-- 
-- 

Premium Coverage IimlW Policy formb 

- -- $8,445 $l/$l 0 ~~~ ~ - _~ ~~ ~~ __ ~~- 
7,420 113 0 

6,154 111 C 

6,069 '/3 0 

-5,372 l/3 0 

5,216 l/3 c 

4 800 0 5/l 5 C 

4,707 2/4 C 

4704 l/3 0 

4619 1 2/J 6 0 ~~_-. ~ - ~-~ 
4,237 131 C -. ~ ~~~~~ ~- -- -~ - -~ -. ~ ~~~ 
4,234 113 0 

-4,179 113 0 

3.916 113 0 
L ~- - ~~~ .-- 

3,649 113 0 

3,620 113 0 

3 584 05/i 5 C 
--~ 

-_~ -~ - - 
3,492 1 I I 0 -3,395~ ~-~--.-~-l,, ~-- 

C 

~-~_ 3,355 l/3 0 

3,311 l/3 0 - - 
3, 26a--~~-. -~_ _ l/l C ~~ -- .- --- 

3.203 113 0 

3134 111 C ~~- - - -~ -~ ~~~ _- .~~ 
2,876 111 0 _- ~~.~ 
2,869 f/l 0 

2,862 -~ - “-~~- 
2.858 

--~- 
3 Z/6 6 C 

l/l 0 

2,858 l/3 -~__---~ -c - 2,780‘-~ ~ -~__I_ 
‘/’ C ~~- 

2 723 I/’ C 

2,545 l/3 C 

2,453 l/3 C 

2,332 1 2/l 6 0 

2293 ‘/’ C 

2,236 112 0 

2,055 l/3 C -~~- ---- ~--~-_____. _~~ 
-i,o15 l/3 0 

2,008 05/l 5 C 
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State ~ -. ~~- ~ 
OK 

NC - 

OH 

MAd,e 

MSd 

co 

tiE 

NM 

Tk -.. ~-~~ ~ 
SC 

AR 

IN 

Premwm Coverage IimW Pohcy formb -. -~ 
51,892 55/$5 0 

1,891 -l/1 C 

-~~ -~- 1,852 w26-- 0 

1,844 113 0 - -~~ -.- - -~~~~~ ~ - ~__ ~~~. 
1,802 111 C 

1,760 l/l 0 

1711 l/f C 
~ __ 1,704 0 5/’ 0 _--- ~~~ ~- __ 

1,437 l/l 0 

1,332 / 1 f 0 

1,323 j/l C 

1,293 0 5P 0 

“Coverage llmlts are per occurrence/in aggregate Figures are In mllllons 

“0 = occurrence C = claims made 

’ LeadIng murer has multlple rating lemtones Premium shown IS for terntory with the largest number of 
physlclans of this specialty 

dLeadlng Insurer offers both occurrence and claims made policy forms 

“Premium shown IS condItIonal [upon final approval of state Insurance department 

‘None 

Page 32 GAO/HRD-!%-112 Medical Malpractice Insurance Costs 



Chapter 2 
Physuxan Medical MaIpractice Insurance 
Costs Increased but Vaned Widely by 
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Table 2.9: Malpractice Insurance 
Premiums Pad by Physicians In 
Neurosurgery by State as of July 1, 
1985 ILL 

DCd- ~ ~.~~ 
ND 

AZ ~ - ~- 

NYC,d 

HI 

IA 

WI 

GA 

MI” 

Premwm 

$64,696 

56,088 

54,523 

41,630 

41,623 

37,736 

37,652 

37,270 

37,217 

35,587 

34,410 

Coverage IimW Policy formb 

mp-?l/$l 
~---. 

C 

~~-- ~ 
WA 33,397 517 
IDd 33.056 1 I3 

0 

0 

OR 32,994 l/3 0 _ -~ - ~~~ - ~~~ 
CT* 32,901 l/3 0 - _ ~-~ ~-~~ -~ -~ ~ _-- ~~ 
MO 32.480 l/l 0 ~~ - ~~ ~- 
SD 31,764 l/l C 

VAC 30,418Q l/l C ~~~ _-- ~ ~~ ~~~~ ._ 
NJ 30,122 1/3 0 _ -- ~ -~ ~ 
KYd --29,617 1 211 6 0 

NH 27,676 113 0 

-- ~ ~~- WVd 27,622 -T/3 0 

~-~- MDC d 27,409 l/3 0 ~-~-- ~~ ~- ~ -~- ~~~~~ ~_ -. ~ 
KS 25,761 3 2/6 6 C 

ME ~-- 25,305 l/3- ~~~- ~~ C 

CA” - ~ 

RI 

NE 

VT 

NV 

DEd 

MSd 

PA” 

MN 

UT6 

NC 

WY 
- . 

~~- 
CO ~~~-~-~ - 
LA 

- ~ 24,248 0 5/l 5 C 

23,521 l/3 0 

23,402 l/l C 

23,069 l/l C 

22,592 05/i 5 C 

21,489 113 C -21,02i ~~- ~~ 
l/l C 

20,196 1 Z/3 6 0 

19,196 l/3 C -~ 
--18,691 

- 
- ~ ~~ l/3 0 

18,595 l/l C - _ -- 
I a.343 l/l 0 ~~- - ~- 
18,136 l/l 0 

17,992 l/2 ~--- 0 ~ -“~~ 
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State Premium Coverage limits* Policy formb . -_-_-- 
TN $17,823 $I/$3 C 

ALd 17,652 111 C 

OH 17,443 2 212 6 0 

MAd e 15,322 113 0 
-- AR 12,612 l/l C 

TX” 11,609 l/l 0 

---- ~~~ MT 11,540 0 5115 C __ . _ 
IN 11,380 0 5/’ 0 ~~________~~ ~--.--.----~- 
OK ,o,g53~~ 5,5 0 

NM 10,627 0 51’ 0 

SC 9,150 f / f 0 

AKh . . . 

Voverage lkmlts are per occurrence/In aggregate Figures are In mllllons 

“Cl = occurrence C = claims made 

CLeadlng Insurer has multiple rating terntorIes Premium shown IS for lerrltory with the largest number of 
physlclans of thas specialty 

“Leading Insurer offers both occurrence and claims-made poky forms 

ePremium shown IS condihonal upon ftnal approval of state Insurance department 

‘None 

GTwo terrltones had an equal number of physicrans of this specialty The premium for the other terntory 
was $20,673 

hThe leading Insurer did not Insure any neurosurgeons as of July 1 1985 

Malpractice insurance premiums varied widely by state and specialty 
for the same coverage hmlts. Figure 2 2 shows the highest and lowest 
premiums for each of the seven speclaltles for a $1 mlllion/$l mllhon 
claims-made policy The lowest premiums m each case for this coverage 
limit were m Arkansas, they ranged from $1,323 for internal medicine to 
$12,6 12 for neurosurgery The highest premiums m each case were in 
Florida, they ranged from $9,228 for internal medicine to S97,OlO for 
neurosurgery 

Page 34 GAO/HR.D-86112 Medical Malpractice Insurance Cmts 



Chapter 2 
Physman Medical Malpractice Insurance 
Costs Increased but Vaned Widely by 
Location and Specialty 

Figure 2.2: Premium Range for a 
$1 Million/$1 Mlllion Claims-Made 
Pohcy as of July 1, 1985 100 
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In 41 states and the Dlstr let of Columbia, premium rates typically apply 

Physician Premiums 
to all physicians m a specialty m the entu-e state In nine stateqq how- 
ever, the leading insurers have multiple-rating territories. As a result, 

Within Certain States physlclans m each specialty with the same coverage hmlts and the same 
form of pohcy pay more or less depending on the location of their prac- 
txe [see apps IV and L’ for malpractice insurance premiums m each of 
these rune states) 
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Premiums varied slgmflcantly among these rating terrltorles Generally, 
the higher premiums m the states with more than one ratmg territory 
were m the more urbanized areas This 1s consistent with a 1982 study 
on the frequency and severity of medical malpractice claims, which 
showed that urban courts tend to award higher verdicts and that these 
verdicts act as an mdueement for an mcreasmg number of claims The 
study concluded that urbamzatlon 1s the most slgmficant and powerful 
predlctor of claims frequency N 

Typically, rating terrltorles are developed on the basis of an msurance 
company’s historical claims and loss experience The analysis of this 
mformatlon identifies the relative or perceived risks m one area over 
another and serves to Justify a company’s filmgs with the state’s msur- 
ante department for different rate offerings wlthln a state For example, 
the rates we obtamed for Pennsylvania and Indlana were from the same 
msurer, however, according to this insurer. the metropolitan area of 
Philadelphia and surrounding counties has a historically different 
claims experience than the rest of PennsylvanIa, as a result, the insurer 
has four ratmg terntories there. In Indiana, the claims pattern for Indl- 
anapohs varies little from the rest of the st,ate, as a result, the Insurer 
offers one rate for the entu-e state 

The examples below show the high and low 1985 rates for the specialty 
of obstetrics/gynecology m each of five states Other specialties fol- 
lowed a similar pattern 

. In Michigan, the rate for territory 1, which includes Macomb, Oakland, 
and Wayne Counties, was 52 percent higher than that for territory 2 
(the rest of the state)-$30,198 versus $19,931 Territory 2 had shghtly 
more obstetrlclans/gynecologlsts than territory 1 

l In Illmols, the rate for territory 1, which covers Chicago and East St 
Louis, was $42,184 In the other two rating territories, it was $25,496 
and $33,840 Territory 1 contains about 90 percent of the obstetrlclans/ 
gynecologists insured by the leading insurer 

l In Flonda, the rate m territory 1, which includes the Mlaml area, was 50 
percent higher than that for territory 2 (the rest of the state)-$76,641 
versus $5 1,112 Territory 1 had fewer obstetrlclans/gynecologists than 
the rest of the state 

- 
“ll’dtric~~ Munch Danmn “The Frvquenc y and Srvrnty ot Medlcdi ?vldlpractm Cldrms, ’ E&L&, H- 
2870-IC.J/HW.4, Santa Mcrnlc ,t, (14 1982, p 36 
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l In New York” , the rate m territory 1, which mcludes Long Island, was 
from 14 to 121 percent higher than m the other three rating ternto- 
nes-$68,116 versus $59,547, $52,709, and $30,818 About 7 percent of 
the obstetrlclans/gynecologlsts insured by the leading msurer would 
have paid the highest rate 

9 In Pennsylvania, the rate u-t territory 1, whxh includes Philadelphia, 
was 97 to 206 percent higher than m the three other terntones- 
$41,570 versus $21,068, $20,196, and $13,551. Territory 1 had less than 
10 percent of the obstetncians/gynecologlsts being msured by the 
leading insurer. 

’ ‘In New York, the kddmg uw~rer offers both claims-made and occurrence pol~cw However, most 
obstetruxns,/ gynrcolo@sts purchdced the ocwrrence form of coverage 
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Hospital l!kd.ial Malpractice Insurance Costs 
Increased From 1983 to 1985 but Varied by 
Region and Size of Institution 

From 1983 to 1985. the percentage increase m the cost of malpractice 
msurance as a hospital expense item was much greater than the per- 
centage mcrease m total hospital expenses. Total estimated’ malpractice 
msurance costs for commumty hospitals m the 50 states and the Dlstrlct 
of Columbra increased by about 57 percent from about $849 millron m 
pohcy year 1983 to $1,336 mllhon m pohcy year 1985 On an mpatlent 
day basis, average malpractice insurance costs increased about 85 per- 
cent-from $3 02 to $5 60-over the same period According to AIIA, 

from 1983 to 1985, total expenses increased about 12 percent-from 
$120 bllhon to $134 bllhon-while average expenses per mpatlent day 
mcreased by about 26 percent- from $392 to $494 Average net rev- 
enue per inpatient day also mcreased about 26 percent-from $395 to 
$501 Despite substantial increases in average malpractice insurance 
costs per inpatient day, such costs still accounted for only about 1 per- 
cent of the avcragc expense per inpatient day 

Costs of malpractlcc msurance and the rate of increase in these costs 
varied by size and regional location of the hospital Malpractice msur- 
ante costs generally followed size of hospital, the hospitals w&h the 
fewest beds also had the lowest malpractice msurance costs per inpa- 
tient day However. about 52 percent of the hospitals that experienced 
cost mcreases of 206 percent or more from 1983 to 1985 had fewer than 
100 beds Ilosprtals m t hc E’aclflc region (Alaska, Cahforma, Hawau, 
Oregon, and Washmgton) had the hrghest average malpractice msuranee 
cost per mpatlent day but experienced the lowest percentage mcrease 
from 1983 to 1985 

At the time of our survey m the summer of 1985, some hospitals were 
also able to provldc mformatlon on the cost of malpractice insurance for 
pohcy year 1986 Information provided by these hospitals mdmates that 
their malpractice msurance costs will increase substantially in 1986. 

As shown m table 3 1, all types of hospital malpractice Insurance 
cxpendltures-contnbutnms to self-insurance trust funds, premiums for 
purchased msuranr’cb, and unmsured losses-increased from 1983 to 

Total Malpractice 
Insurance Costs and 
Increases Varied 1985 

Widely Among 
Hospitals Nationwide 

-- 
l Ijnless otherwm? mdlralcd, the c%lmatw presented In this chapter are also mcluded with samplmg 
tbrrors m tables VIII 1 through VIII R 
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Table 3.1: Estimated Hospital 
Malpractice Insurance Costs by 
Type of Expenditure 

Dollars In mllllons 

1983-85 Increasea 
Expenditure 1983 1984 1985 Amount Percent 

Total $849.4 $959.8 $1,336.0 $486.6 57 

Contnbutions to self-insurance 
trust funds 255 0 289 3 350 6 948 37 

Premiums for purchased msurance 562 4 628 2 866 8 304 4 54 

Uninsured losses 31 1 42 2 1186b a7 5b 28i" 

%ampling errors for the amount and percentage of Increase are not presented In appendix VIII but they 
are comparable to the errors for the estimated costs 

hEstlmates are subject to a large c,amplIng error and should be used with caution 
Note Details may not add to total due lo Independent estimation 

On an individual basis, annual hospital malpractice insurance costs 
ranged from less than $10.000 to over $1 million. As shown m table 3 2, 
there was a general increase in the annual malpractice insurance costs 
of hospitals between 1983 and 1985 In 1985,56 percent of hospitals 
had annual malpracke insurance costs of less than $100,000, compared 
to 65 percent m 1983 The number of hospitals with annual costs of $1 
mllllon and over more than doubled between 1983 and 1985 

Table 3.2: Estimated Dlstributkon of Annual Malpractice Insurance Costs for Hospitals 

1983 Hospitals -- 1985 

Cumulative Cumulative 
Annual costs Number Percent percent Number Percent percent -. -- .----- -. 
Less than $10,000 772 14 14 509 9 9 

$10,000 to $24,999 1,047 19 33 905 16 25 

$25,000 to $49,999 937 l! 50 962 17 42 

$50,000 to $99,999 827 15 65 792 14 56 --I.-- 
$1 00,000 to $249,999 1,047 19 a4 1,188 21 77 

$250,000to$499,999 441 8 92 622 11 aa ---- 
$500,000to$999,999 276 5 97 396 7 95 

$1 million or more 110 2 9ga 283 5 100 

Total 5,457 99= 5,657 100 

aDoes not total to 100 percent due to roundtng 
Note The lotal number of hospitals each year IS based on the number of responding hospitals that 
provided the relevant data for that year 

The followmg examples illustrate the increases that mdlvldual hospitals 
experienced m their total malpractice insurance costs 
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. A hospital m region 1 purchased $11 million of coverage for $2 1,000 m 
1983 In 1985 the hospital pald $57,000, or about 171 percent more, for 
the same coverage. 

l A hospital m region 2 m 1983 purchased $1 mllhon of coverage for 
$63,000 In 1985 the hospital pald $164,000 for the same coverage, an 
increase of about 160 percent 

l Another hospital in region 2 m 1983 paid $700,000 for $2 mllhon of cov- 
erage. In 1985 the hospital paid $2 35 mllhon for the same limits, an 
increase of about 236 percent 

l A hospital in region 6 purchased $2 mllhon of coverage for $17,000 m 
1983 but paid $65,000 for the same coverage m 1985, an Increase of 
about 282 percent 

Average Malpractice 
Insurance Costs Per 
Inpatient Day and Per Bed 
Increased Significantly 
From 1983 to 1985 

Table 3.3: Estimated Average Hospital 
Malpractice Insurance Costs Per 
Inpatient Day and Per Bed 

Two means of measuring the relative impact of medical malpractice 
insurance costs on hospitals are by the number of inpatient days and the 
number of beds As shown m table 3 3, from 1983 to 1985 the average 
malpractice insurance cost per inpatient day increased by about 85 per- 
cent, while the average annual malpractice insurance cost per bed2 
increased by about 78 percent 

1983-85 
Increase” 

1983 1904 1985 Amount Percent ” ^_._~ 
Average malpractce cost per InpatIent day $302 $381 $5 60 $2 58 85 

Average annual malpractice cost per bed $1,000 $1,231 $1,784 $784 78 

%ampllng errors for the amount and percentage of Increase are not presented In appendix VIII, but they 
are comparable to the errors for the estimated costs 

While the average malpractice insurance cost per mpatlent day 
increased from $3 02 m 1983 to $5 60 in 1985, the malpractice insurance 
cost per inpatient day was much higher for some hospitals. As shown m 
table 3.4,75 percent of the hospitals m 1983 had malpractice insurance 
costs per inpatient day of $3 or less, while about 3 percent had malprac- 
tice insurance costs per inpatient day of more than $10. By 1985 the 
proportion of hospitals with malpractice msurance costs per inpatient 
day of $3 or less had decreased to about 49 percent, and the percentage 
of hospitals with malpractice insurance costs of more than $10 per mpa- 
tlent day had quadrupled to 12 percent. 

‘ln determnung the dvera# annual cost per bed, we used the methodology employed by the St Paul 
Insurance Company whlc h mx ol\t~ first computmg the dally occupwd bed rate (the total number of 
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Table 3.4: Estkmated Dlstrlbutlon of Malpractw Insurance Costs Per InpatIent Dav 

Hospitals 
1983 1984 1985 

Insurance costs Cumulatwe Cumulative Cumulative 
per day Number Percent percent Number Percent percent Number Percent percent 

$1 1,793 34 34 1,413 26 26 770 14 14 

2 1,371 26 60 1,413 26 52 1,056 19 33 

~---- 3 791 li 75 815 15 67 a89 -16 49 -- -~~ ~~-. ~ ~~ ~ 
4 422 8 a3 543 10 77 667 12 61 

--- 5 264 5 88 326 -6 a3 500 9 70 

6 158 3 91 272 5 88 334 6 76 

7 158 3 94 163 3 91 222 4 80 

8 53 1 95 109 2 93 222 4 84 

9to10 105 2 97 163 3 96 278 5 a9 

i-1 t,20--P -- 105 2 99 163 3 99 500 9 98 

Over20 53 1 100 109 2 101” 167 3 101" 

Total 5,273 100 5,489 101a 5,613 1018 

aDoes not add to 100 percent due to rounding 
Note The total number of hospitals each year IS based on the number of respondmg hospitals that 
provided the relevant data for that year 

In addition, the changes m malpractice insurance costs per inpatient day 
varied widely among the hospitals As shown m table 3 5, about 2,500 
hospitals, or 46 percent, had increases in malpractice insurance costs 
per inpatient day of 10 to 99 percent from 1983 to 1985, while another 
39 percent, or about 2,100 hospitals, had increases of 100 percent or 
more 

mpdtlent days dnided by 31.4) ~uld ~n~.redsmg the number obtained by one bed for every 2,000 outpa- 
twnt visits This number of bed% ICI then dwlded mto the total annual malpractice insurance costs 
incurred by the hospital to produte the average annual mdlprdctlct cost per bed 
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Table 3.5: Estimated Distribution of 
Changes m Malpractice Insurance 
Costs Per InpatIent Day From 1983 to 
1985 

Hospitals 
Cumulative 

Percent changes Number Percent percent 
increases of less than 10 or all decreases 821 15 15 

+10 to49 1,368 25 40 

-t50 to 99 1,149 21 61 

+100 to 199 1,313 24 a5 _-~- 
+200to 299 438 a 93 

t300or more 383 7 100 _---- 
Total 5,472 100 

Note The total number of hospitals IS based on the number of responding hospitals that prowded data 
for both 1983 and 1985 so that the percent change could be calcutafed 

Hospital Malpractice 
Insurance Costs Varied 
by Region 

- 
Table 3.6: Esbmated Average 
Malpractice Insurance Costs Per 
Inpatient Day by Region 

Costs per mpatlent day and increases by region varied widely As shown 
m table 3 6, average malpractice insurance costs per mpataent day in 
1985 ranged from $3 30 m region 7 (Arkansas, Loulslana, Oklahoma, 
and Texas) to $10 16 m region 9 (Alaska, Cahforma, Hawau, Oregon, 
and Washington). The percentage increases from 1983 to 1985 ranged 
from 51 to 124 percent Four regions had mcreases of over iO0 percent 

Insurance costs per day 1983-85 increaseb 
RegIona 1983 1984 1985 Amount Percent 
1 $248 $279 $431 $1 83 74 

2 318 3 69 510 1 92 60 

3 275 3 78 5i6 241 88 

4 3 30 4 30 738 408 124 

5 215 249 386 171 a0 

6 1 61 219 3 60 199 124 

7 153 227 330 1 77 116 

8 3 25 4 29 678 3 53 109 

9 671 786 1016 -3 45 51 

%ee appendix I for the U S census regions 

bSampllng errors for the amount and percentage of Increase are not presented In appendix VIII, but they 
are comparable to the errors for the esflmated costs 

As shown m table 3 7,256 ot 441 (58 percent) of the hospitals in region 
5 had increases m their malpractice insurance costs per inpatient day of 
100 percent or more from 1983 to 1985-the largest percentage of all 
regions. In contrast, region 2 had the smallest percentage of hospitals 
with such increases-21 percent 
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Table 3.7: Estimated Dlstnbution of Changes In Malpractice Insurance Costs Per InpatIent Day From 1983 to 1985 by Region 
Percent changes in costs 

Increases of less 
than 10 percent or Increases 

Numbefi of decreases 10 to 49percent 50 to 99 percent 100 percent or more 
RegIona hospitals No Percent No. Percent No. Percent No Percent 

All hospitalsC 5,472 821 15 1,368 25 1,149 21 2,134 39 

1 243 46 19 68 28 51 21 78 32 

2 566 142 25 209 33 9s. 17 119 21 

- 3 780 148 19 172 22 164- 21 289 37 ~~- --- -__--_~~~ - - ~ ~_~~~~- - 
- 4 861 95 11 215 25 207 24 327 38 

- 5 441 93 21 62 14 31 7 256 58 

-- 6 792 63 8 142 18 206 26 380 48 _---~_~- ~- ~ -- -- -- 
7 750 128 17 165 22 165 22 285 38 --_-----~-- - - - ---__-- 
8 354 32 9 103 29 74 21 145 41 

9 685 75 11 212 31 151 22 240 35 

‘See appendix I for the U S census regrons 

UDetall PY percent change ma/ not add to total or 100 percent due to rounding 

‘Detail by region may not add to total for all hospitals due to independent esttmatlon 
Note See note to table 3 5 

Malpractice Insurance The variance m average malpractice insurance costs per Inpatient day 

Costs Varied by Size of 
generally followed the SIX of hospitals, the hospitals with the fewest 
beds had the lowest costs, and the hospitals with the most beds had the 

Hospital highest costs m both 1983 and 1984 However, m 1985, hospitals with 
300 to 499 beds had higher costs than hospltak with 500 or more beds, 
and those with 100 to 199 beds had higher costs than those with 200 to 
299 beds. Table 3 8 shows average malpractice msurance costs per mpa- 
tlent day for 1983,1984, and 1985 and changes from 1983 to 1985 by 
size of hospital 
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Hospital Medical Malpractice insurance Costs 
Iwreased From 1983 to 1985 but Varied by 
Region and Size of Institution 

Table 3.8: Estimated Average 
Malpractice Insurance Costs Per 
Inpatient Day by Size of Hospital 

Insurance costs per day 1983-85 increased 
Hospital size (number of beds) 1983 1984 1985 Amount Percent ~___- __- ~- -~ - --- -_-.- 
Fewer than 50 $272 $329 $4 60 $1 88 69 --~-_- 
50to99 272 347 510 238 88 .._ -_____- 
100 to 199 286 3 a8 574 2 88 101 _- -~ -________----- 
2ooto 299 316 356 515 1 99 63 ----- 
300to399 365 478 827 462 127 

400to499 3 79 503 737 358 94 -_- 
500 or more 430 -5j~694---.---- 2 64 61 

%ampllng errors far the amount and percentage of Increase are not presented In appendix VIII, but they 
are comparable to the errors for the estimated costs 

As shown by table 3 9, about 21 percent of the hospitals with fewer 
than 50 beds experienced increases in then- malpractice insurance costs 
per inpatient day of 200 percent or more Of the 438 hospitals that had 
increases of between 200 to 299 percent, 169 (or about 38 percent) had 
fewer than 50 beds Forty-five percent of the hospitals with 50 to 99 
beds experienced mcreases m their malpractice msurance costs per mpa- 
tlent day of 100 percent or more 
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Hospital MedIcal Malpractice Insurance Costs 
Increased From 1983 to 1986 but Vaned by 
Region and Size of Institution 

Table 3.9: Estimated Distribution of Changes In Malpractice Insurance Costs Per Inpatient Day From 1983 to 1985 by Size of 
Hospital 

Percent changes in costs 
fncreases of less Increases - 
than 50 percent 100 to 199 200 to 299 300 percent or 

Hospital size Numbed of and decreases 50 to 99 percent percent percent more 
(number of beds) hospitals No. Percent No. Percent No. Percent No. Percent No. Percent 

All hospltalsb 5,472 2,189 40 1,149 ii 1,313 24 438 8 383 7 

Fewer than50 1,127 406 36 248 22 225 20 169 15 68 6 

50to99 1,368 451 33 237 21 424 31 68 5 123 9 

100 to 199 1,304 -535- 41 248 19 -326 25 117 9 78 6 

2bo to 299 707 389 55 106 15 141 20 35 ~~ ~~- _ 5 28 4 

300to 399 412 194 47 103 25 -74 - 18 16 4 29 7 - _ - ~ ~~ ~~~- _ _ ~ ~ 
400to499 255 97 38 76 30 54 21 10 4 18 7 

299 ~~ -- - 
~ ~-~ --.__~ 

500 or more 120 40 78 26 -69 23 15 5 18 6 

“Detail by percent change may not add to total or 100 percent due to rounding 

“Detarl by bed SET may not add ICI total for all hospitals due to independent estlmatlon 
Vote See note to table 3 5 

-- 

Insurance Availability Our survey asked hospitals to comment on msurance problems for 1986, 

and Affordability 
specifically with regard to avallabihty and affordablllty Of the 1,210 
hospitals that commented on avallablhty of insurance for 1986, about 

Problems Foreseen by 51 percent, or 614, mdlcated there were or will be problems. Of the 

Hospitals in 1986 1,208 hospitals that commented on affordabdity of insurance for 1986, 
about 56 percent, or 6938, stated that affordablhty was or will be a 
problem 

Insurance Availability 
Problems 

_- 
The most frequently cited avallablllty problem was the reduction in the 
number of Insurers The 159 hospitals that responded that a reduction 
m msurers was a problem were generally concerned with the lack of 
competltlveness in the Insurance market For example, one 250-bed hos- 
pital commented that it could get only one carrier to provide a quote for 
Its 1986 coverage with a resultant 200-percent increase m premiums for 
lower hmlts than previously carried 
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The second most frequently cited problem was the limited availability of 
above primary or excess coverage Typical of the responses among 106 
hospitals was “difficulty m fmdmg carrier to provide excess coverage.” 

In addition, many hospitals that were able to fmd a carrier were not able 
to obtain the desu-ed limits of coverage A total of 97 hospitals cited 
unavailabihty of the desired coverage limits as a problem m 1986. One 
3 18-bed hospital had to reduce its excess limits from $20 million to $10 
million at more than twice the cost A 591-bed hospital advised us that it 
could obtain excess coverage limits of only $25 milhon rather than the 
$40 million it preferred and had to increase its primary self-msurance 
retention levels from $1 million/$3 million to $2 million/$5 million 
Another hospital with 677 beds could obtain only one-third of its prior 
year’s coverage limits 

Limited availability of occurrence form policies was cited by 33 hospi- 
tals Some commented that carriers had ceased providmg occurrence 
coverage or that they would continue providing occurrence coverage 
only for substantially higher premiums, thus forcing them to buy clalms- 
made policies 

Insurance Affordability 
Problems 

Of the 698 hospitals that had indicated affordability of insurance as a 
problem in 1986, 2 15 gave us specific mformation on cost increases for 
their 1986 coverage Overall, the total malpractice insurance costs for 
these hospitals increased from $60 million in 1985 to $151 milhon in 
1986, or about 152 percent The cost increases m 1986 for these hospl- 
tals ranged from $1,400 to $7 1 million, while the percentage mcrease 
ranged from 4 to 1.400 percent The median cost increase was $129,917, 
The amount of the increases reported by all hospitals varied depending 
on whether they had the same coverage as m the previous year or had 
changed coverage 

Of the 215 hospitals, 20 percent reported cost increases of less than 50 
percent, 71 percent reported increases between 50 and 400 percent, and 
9 percent reported tncreases greater than 400 percent The affordablhty 
problem experienced by hospitals with cost mcreases of less than 50 
percent can be lllustratcd by one hospital’s experience In this instance, 
the medical malpractice Insurance premium cost for a 250-bed hospital 
was $116,000 m 1985 and increased to $142,000 for half the coverage 
limits m 1986 The hospital stated that this 23-percent mcrease m costs 
forces it to increas<’ paknt charges, thus further escalating the cost of 
health care 
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Of these 215 hospitals, 143 made no change in coverage from 1985, 
while 72 made changes m coverage (reducmg limits, adding deductibles, 
changing policy form, adding coverage, etc ) The cost for hospitals that 
kept the same coverage from 1985 to 1986 mcreased from $37 4 milhon 
m 1985 to $90 0 million m 1986, or by 141 percent The median cost 
increase was $112,744 For example, an official of a go-bed county hos- 
pital commented that total costs for malpractice insurance m 1985 were 
about $55,400, but the same coverage m 1986 cost $221,6OO-an 
increase of 300 percent Based on the hospital’s 1985 mpatient days, we 
determmed that the malpractice msurance costs per inpatient day 
mcreased from $3 82 to $15 29 The official also indicated that the hos- 
pital had limited opportumty to pass these costs on to patrents since it 
was under an 80-percent fixed reimbursement plan The official mdi- 
cated further that the increased cost was havrng a great effect on the 
hospital’s survival 

For the 72 hospitals that changed coverage, total costs increased from 
$22 6 miIhon m 1985 to $60 8 million in 1986, or by 169 percent The 
median mcrease was $214,503 The type of coverage changes cited 
included changes in deductibles, limits, or policy form, establishing a 
self-insurance trust fund, or reqmrements for coverage of physicians 
For example, a 149-bed hospital stated the cost of primary coverage 
mcreased from $140,261 m 1985 to $566,000 m 1986, or about 304 per- 
cent Only one insurer quoted a rate for excess coverage of $1 5 mIllron/ 
$15 million coverage at a cost of $350,000 The hospital stated that due 
to the increase for primary insurance, it elected not to purchase excess 
insurance m 1986 In another case, a 354-bed hospital reported that 
1986 costs for primary insurance increased by 28 percent and for excess 
msurance by 628 percent, even though they switched to a claims-made 
poll cy 

Three hospitals reported cost mcreases of over 1,000 percent even with 
coverage changes In one case, a 929-bed hospital reported a 1,400- 
percent increase (from $53,000 to $795,000) in its premiums for a policy 
with $25 mllhon excess coverage limits compared to $60 million excess 
coverage limits in 1985 In addition, the hospital had to make a lOO- 
percent increase in its primary self-msurance levels from $5 million/ 
$10 million to $10 million/$20 million 

In another case, a 1,041 -bed hospital reported the cost of $50 million 
excess coverage limits m 1985 was $105,000, but the cost for this same 
level of coverage m 1986 was about $1.6 milhon, representing a 
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1,400~percent increase The hospital also had to mcrease Its primary 
self-msurance levels from $3 mrllion/$5 million to $8 million/ 
$10 million 

In the thud case, a 30-bed hospital wrth combined coverage limits of 
$2 mllllon/$6 mllhon paid about $17,000 m premiums m 1955 for a 
claims-made pohcy and had to pay $240,000 m 1986 for occurrence cov- 
erage-an increase of over 1,300 percent The hospital admmlstrator 
stated that only one insurance company was writing hospital malprac- 
tree coverage for 1986 m this state 
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Chapter 4 

Many Hospitals Increased Total Coverage 
Limits While Inpatient Days Decreased 

From the beginnmg of policy year 1983 to the beginnmg of policy year 
1985, about 1,920 hospitals increased their total per-occurrence llmlts of 
malpractice insurance coverage The increased coverage hmits, coupled 
with cost increases related to changes in overall insurance market condl- 
tions, resulted in increased total hospital malpractice insurance costs 
During the same period, total estlmated’ inpatlent days, a revenue base 
for recovering these costs, decreased about 13 percent, from 267 million 
to 232 million. Hospitals with fewer than 300 beds experienced the 
greatest percentage decreases m total inpatient days 

Some hospitals responding to our survey commented that, as insurance 
costs were increasing, the revenue base over which these costs could be 
spread was decreasmg as mpatlent days decreased and new cost con- 
tainment regulations or ehglbllity restrlctlons were initiated by the 
states and the federal government. This put them m a “squeeze” sltua- 
tion in which they were not able either to absorb the malpractice msur- 
ante increases without adverse effects on operations or to pass on the 
increases to patients or other purchasers 

About 1,050 hospitals made changes to their insurance programs that 
would tend to reduce cost, or at least mmlmlze cost increases. These 
changes were (1) establishing a self-insurance trust fund to cover ali or 
part of the malpractice risk, (2) switching from the generally more 
expensive occurrence pohcy to the claims-made pohcy, (3) adding or 
Increasing a deductible, and (4) contrary to the overall trend, decreasing 
total permcurrence coverage hmlts. Further actions by hospitals, such 
as establishing or improving programs designed to reduce claims by 
reducing the incidence of malpractice, would also influence malpractice 
costs. However, mformatlon on the extent or effect of such programs 
was not part of our review 

Inpatient Days 
Decreased 

-~- 
About 84 percent of the hospitals experienced decreases m inpatlent 
days between 1983 and 1985. While the total number of inpatient days 
decreased by about 13 percent, the decreases for many hospitals were 
much greater For example, about 1,930 hospitals experienced inpatient 
day decreases from 20 to 39 percent, while about 520 hospitals 
expressed decreases of 40 or more percent 

‘Unles otherwise ~~~&d.ed, the estimates presented m t ha chapter a-e also lmluded wth smphng 
errors m tabks VIII 9 through VIII lb 
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Many HospiW Increased Total Coven@ 
Units While Inpatient Days Decmaed 

Although hospitals in all regions and of all sizes expenenced decreases 
m Inpatient days from 1983 to 1985, the extent of the decreases vaned 
widely. As shown in table 4.1, the regional decreases ranged from about 
1 4 million inpatient days in region 1 to 8.6 million in region 4 In terms 
of percentages, region 6 had the largest decrease in inpatient days, 
about 20 percent. 

Table 4.1: Estimated Number of 
Inpatient Days by Region InpatIent days m mrtllons 

Region’ 

All hospitals 

- - - ~~ _- 
Inpatient days - T%fiS changeb 

1983 1984 1985 Number Percent 
267.1 251.1 232-l - 76.0 -13 

14 1 134 127 -14 -10 ~---~----~ ~~- 
507 496 47 1 -36 -7 

436 407 379 -57 -13 

51 0 472 424 -86 -17 - ---~~ .- 
197 186 168 -29 -15 

234 209 1Ela -46 -20 

27.6 26 1 235 -4 1 -15 

10 1 94 86 -15 -15 

269 252 243 -26 -10 

%ee appendix I for the U S census regions 

‘Samplmg errors for the number and percentage of change are not presented WI appendix VIII, but they 
are comparable to the errors for the estwnated lnpatrent days 

Note Detail by regton may not add to total for all hospitals due to Independent estlmatlon 

As shown in table 4.2, hospitals with 100 to 199 beds experienced the 
greatest decrease in the number of inpatient days from 1983 to 1985. In 
terms of percentages, decreases in inpatient days were generally 
inversely proportional to size, with the smallest hospitak havmg the 
largest percent decreases. 
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Many Hospitals Increased Total Coverage 
Litrats While InpatIent Days Decreased 

Table 4.2: Estimated Number of 
Inpatient Days by Size of Hospital InpatIent days In mllllons 

Inpatient days 1983-85 chanqe’ 
Hospital size (number of beds) 1983 1984 1985 Number Percent -- _.--~-~--- --- 
All hospitals ----151 267.1 1 232.1 -35.0 -13 

Fewer than 50 75 70 59 -16 -21 

- 50 to 99 22 3 20 4 184 -39 -17 

100 to 199 48 1 43 9 40 3 -78 -16 _~. _.~ 
200 to 299 47 7 44 6 40 7 -70 -15 

300 to 399 409 38 8 36 1 -48 -12 

400 to 499 32 7 30 9 28 8 -39 -12 

500 or more 67 8 65 5 61 9 -59 -9 

aSampltng errors for the number and percentage of change are not presented In appendlx VIII, but they 

are comparable to the errors for the estimated InpatIent days 
Note Detail by hospital size may not add to total for all hospitals due to Independent estlmatlon 

Many Hospitals 
Increased Limits of 
Coverage 

~-- 
One factor that influences the cost of insurance 1s the level of coverage 
carried by hospitals-the higher the hmlts, the higher the cost. About 
1,920 of the hospitals Increased their total per-occurrence limits from 
the begmmng of pohcy year 1983 to the beginning of policy year 1985, 
while about 3,210 hospitals had no change and about 460 decreased 
their total per-occurrence limits 

When analyzed by source of coverage,” as shown m table 4.3, hospitals 
using a combmatlon of purchased insurance with a self-insurance trust 
fund (combination coverage) had considerably higher llmlts than hospl- 
tals using only a self-insurance trust fund or only purchased insurance 
From 1983 to 1985 the median per-occurrence limits increased nation- 
ally and m most regions for both purchased and combmation coverage. 
The greatest increases m median coverage amounts, however, occurred 
m regions 1, 2, and 6 among hospitals using the combination coverage. 
As shown m table 4 3, median limits m region 1 among hospitals using 

combmation coverage rose from $10 5 mllhon to $20 2 mllhon In regron 
6. limits among hosplt als usmg this source of coverage quadrupled, 
rising from $5 2 million to $22 0 mllhon 

In region 8, contrary to the general pattern, combmatlon coverage limits 
decreased dramatically from $5 1 0 mllllon to $11 0 million. This 

LAlxnrt 240 hospltak ulth unllmlkd Irer-cxcurrence lusts were excluded from our analysis because 
thr unlmuted desl@atmn ha II<P >pvclfic fgure &ssq+nrd to It that can be used III computmg medmn 
lmuts 01 changes m llmlts 
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decrease was due primarily to changes in coverage made by one mul- 
tlhospltal system in the region. 

Table 4.3: Estimated Median Per- 
Occurrence Coverage Limits by Source Doltars In mllllons ~~ -~ - -~ - ~ _ _ - - _ -~~ ~~~ 
of Coverage by Region Median coverage limits 

Combmation of 
Self-Insurance purchased and 
trust fund only Purchased only self-insurance 

Region’ 1983 1985 1983 1985 1983 1985 

All hospitals s1.b $1.0 52.0 $3.0 sl0.s $12.0 

1 b b 52 60 105 20 2 

2- - 28 -34 30 32 11 1 160 

5 - -75 ~~ 15 20 30 102 102 

--- 4 10 IO 13 22 20 0 230 

- 5 IO 10 13 20 200 220 

6- -~-- 10 iii 20 30 52 220 

7 30- 30 10 20 46 46 

8 05 -10 40 60 51 0 110 ~- - -- -~ 
9 10 10 100 100 80 100 

‘See appendix I for the U S census regions 

bNo hospitals with self-msurance trust fund only coverage 

Median per-occurrence hmlts of hospitals of most sizes using purchased 
insurance or combmatlon coverage increased The greatest increases 
occurred among hospitals usmg combination coverage. Median hmlts of 
hospitals with fewer than 50 beds using the combmatlon coverage 
increased from $5.2 mllhon to $11 million between 1983 and 1985, while 
median limits of hospitals with 50 to 99 beds mcreased from $4 6 million 
to $10.2 million 

Hospitals Changed 
Source of Coverage 

Source of coverage also influences a hospital’s total malpractice msur- 
ante costs Hospitals were generally changing to more expensive 
sources Overall, the major change was the increase from 1983 to 1985 
m the number of hospitals using combmatlon coverage Further, fewer 
hospitals were going without coverage. In 1985, 103 hospitals went 
without coverage compared to 120 in 1983 As shown in table 4 3, the 
combmatlon coverage has the highest per-occurrence limits, and thus 
the highest costs 

Hospitals in most regions were changmg their source of coverage. Most 
of the activity was in regions 3,4, and 5 As shown in table 4.4, regions 
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4 and 5 had large changes m the use of self-insurance between 1983 and 
1985, but these changes were m opposite du-ectlons In region 4,83 hos- 
pitals were self-insured m 1983 compared to only 36 in 1985-a 
decrease of about 57 percent. Most of this change appeared to account 
for the increase m the use of combmatlon coverage 

In region 5, 51 more hospitals self-insured m 1985 than in 1983. This 
mcrease m the use of self-insurance appeared to have resulted from the 
decrease m the use of purchased insurance. For example, a 14’7-bed hos- 
pltal that purchased per-occurrence limits of $100,000 paid about 
$38,000 in 1983 and $47,000 in 1984. This hospital replaced the pur- 
chased coverage m 1985 with a self-insurance trust fund having limits 
of $500,000 The hospital made a contrlbutlon to Its trust fund of about 
$20,000 m 1985. A hospital offlclal indicated he believed the hospital 
could control affordablhty by usmg self-insurance 

Table 4.4: Estimated Distribution of Sources of Insurance Coverage by Region 

- Hospitals - 
Combmation of 

Self-Insurance trust fund 
only Purchased only 

purchased and self- 
insurance 

Region= 1983 1985 Changeb 1983 1983 1985 ---. 1985 Changeb Changeb 

All hospitals 319 327 +8 4,324 4,219 -105 929 1,083 +154 

1 c c . 229 224 -5 20 25 +5 ___ .-- 
2 10 -5d -5" 480 488 +8 77 75 -2 ~ ~_____~~- -- ----- 
3 72 72 l - 313 485 -28 214 245 +31 .--- 
4 83 36 -47 632 649 +17 180 213 +33 ____._- _____~~ -~ ..-. 
5 61 112 +51 378 322 -56 29 37 +8 ~ ---- 
6 2Bd 28d l 685 685 l 55 55 l ---- 
7 26 26 ' 637 625 -12 102 158 +56 - --- _-- 
8 20 20 l 238 232 -6 100 106 +6 

9 ~~~___--- 21 25 +4 532 507 -25 151 168 +17 

%ee appendix I for the U S census regions 

bThe changes may reflect only the amount of the sampling errors for the estimated dlstnbutlon 

‘No hospitals with self Insurance trust fund only coverage 

dEstlmates subject to a large sampling error and should be used with caution 
Note Detai by region may not add to total for all hospitals due to independent estlmatlon 

Between 1983 and 1985, more hospitals with fewer than 200 beds than 
hospitals with 200 or more beds changed their source of malpractice 
insurance coverage As mdlcated m table 4 5, of the hospitals with fewer 
than 50 beds, 49 fewer hospitals used purchased insurance in 1985 than 

Page 54 GAO/HRD-S&112 Medical Malpractice Insurance Costs 



Chapter 4 
Many Hospitals Increased Total Coverage 
Lmits While Inpatient Days Decreased 

had used thus source m 1983 For example, one hosprtal with 24 beds 
changed from purchased insurance wrth $1 million per-occurrence total 
limits that cost $7,600 m 1983 to self-insurance for the same limits at a 
cost of $5,400 m 1985 For hospitals with 50 to 99 beds, 47 fewer hospl- 
tals were using purchased msurance m 1985 than m 1983 At the same 
time, however, 45 more hospitals of this size were using combmatron 
coverage 

Table 4.5: Estimated Distribution of Sources of Insurance Coverage by Size of Hospital 

Hospitals 

Self-insuryn$e trust fund 
Y Purchased only 

Hospital size (number of beds) 1963 1985 Change” 1983 1985 Changea 

All hospitals 319 327 +8 4,324 4,219 -105 

Combination of 
purchased and self- 

insurance 
1983 1985 Change” ~- -~-_~ ~ 

929 1,083 +154 

Fewer than 50 42 a7 +45 996 947 -49 110 142 +32 

50 to 99 --94 94 l 1.203 1 1% -47 97 142 745 ~-~~ 
100 to 199 88 69 -19 1,004 989. -15 -237 292 $55 

200 to 299 -27 - 23 -4 546 551 +5 140 138 -2 - ~~ 
300 to 399 21- 18 -3 -264 260 -4 136 143 $7 

400 to 499 21 13 -8 149 154 +5 90 91 +1 

500 or more 27 22 -5 163 161 -2 120 131 +11 

aThe changes may reflect only the amount of the sampling errors for the estimated dlstrlbutlon 

Note Detail by hospital sue may not add to total for all hospitals due to Independent estlmatlon 

Other Actions During the 1983-85 period, about 18 percent (or 1,050) of the hospitals 
made one or more changes to their insurance programs that could tend 
to reduce cost, or at least mmlmlze cost increases These changes 
mcluded (1) decreasmg total per-occurrence limits, (2) swltchmg from 
the occurrence pohcy form to claims-made pobcles, (3) establishing self- 
Insurance trust funds to cover all or part of the malpractice exposure, 
and (4) adding a deductible provrsion or mcreasmg the deductible limits 

The most frequent change made by the hospitals was to decrease total 
per-occurrence bmlts As mentioned, about 460 hospitals decreased then 
limits Of these, about 400 made no other cost-mmrmlzmg change, while 
the others decreased coverage llmlts in addition to estabhshmg self- 
msurance trust funds, addmg or increasing deductibles, and/or 
swrtchmg to claims-made policies 
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The second most frequent change was to switch from a generally more 
expensive occurrence pohcy to a claims-made pohcy About 230 hospi- 
tals made this change. At the same time, about 90 of these were 
increasing their per-occurrence limits Another 25 were decreasing cov- 
erage limits, adding self-insurance trust funds, and/or adding or 
increasing deductibles 

Another change was the establishment of self-insurance trust funds 
Overall about 210 hosprtals added trust funds either as their only cost- 
mimmurng action or m combmation with changing coverage limits and/ 
or switching to chums-made policies As shown, the net mcrease in the 
use of self-insurance trust funds either alone or m combmation with 
purchased insurance was 162 hospitals 

The other change-addmg a deductible provlslon or mcreasmg the 
deductible limits-also was made by about 210 hosprtals. Of these hos- 
pitals, 135 were also changing coverage limits and 10 were switching to 
chnms-made policies The median per-occurrence deductible limit 
increased from $5,000 for about 1,000 hospitals with a deductible provi- 
sron in 1983 to $10,000 for about 1,100 hospitals m 1985 
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Appendix I 

U.S. Census Regions 

New 
England 

West North 

Source mpltal Statlstlcs, 1983 Edlion American Hospital Association 
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Appendix II 

Insurame Premiums for Predominately 
Purchased Coverage Limits and Policy Form by 
State for Five Specialties 

-__ --I_ 
This appendix contams five tables that provide the msurance premiums 
by state for predommately purchased coverage hmits and pohcy form 
for five physician spcc&ialties as of .July 1, 1986 

Coverage limits arc m milhons of dollars States with coverage hmrts of 
“none” have state funds (such as a patient compensation fund) that pro- 
vide unlimited coverage for physicians participatmg in the funds, even 
though Indiana, Nebraska, and New Mexico p1ac.e lmuts on amounts 
paid for individual mc*ident s 

In 11 states and the Dirt,rrc+t of Columbia, the leading Insurer offers both 
occurrence and claun+madc pohcy forms In those cases, the gremmms 
shown are for the po1rc.y form purchased most often by physicians of 
each particular spec*ialt> 

In nine states, the leading msurer has multiple-ratmg territories Pre- 
miums shown are for t tic territory with the largest number of physi- 
cians of each specialty 
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Insurance Premmms for Predonunately 
Purchased Coverage Lilts and Pohcy Form 
by Stat? for Fwe Speclalhes 

fable 11.1: Malpractice Insurance 
Premiums Paid by Physicians In 
General/Family Practice (M nor Surgery) 
by State as of July 1,1985 

State 
FLC 

IL’ 

HI 

ME 

R 

CA” 

NY’ ,d 

tiK -- 

WI 

ND 

IA 

CT” 

WV 

GA 

OR 

NH 

MD”,d 

AZ 

WA 

SD 

KS 

MO 

ID” 

KYd 

WY 

ALd 

MIL 

TN 

MN 

NV 

VT 

PA’ 

VA’ 

NJ 

DE0 

NE 

DCd 

UTd 

LA 

Premium Coverage IlmW Policy formb 

$12,156 $1 /$I C 

11,592 113 0 

10,136 ‘I3 C 

8,656 
..-.- -~ ---. 

l/3 C 

8,467 l/3 0 

8,124 0 5/l 5 C 

8,088 l/3 0 

7,780 2/i c 

6,902 f I f 0 

6,658 l/l C 

6,392 131 C 

6,386 l/3 0 

6,297 ‘/3 0 

6,118 ‘0 C 

5,998 l/3 0 

5,959 l/3 0 

5,743 l/3 0 

5,650 ‘1’ C 

5 466 l/3 0 

5 445 I/’ c 

5 296 3 2/6 6 C 

5 143 l/l 0 

5,112 l/3 0 

5013 1 2/l 6 0 

4 985 l/l 0 

4 905 ‘/I 0 

~ ~ 4,779 02/O 6 0 

4 724 113 C 

4 721 l/3 C 

4 664 0 5/l 5 C 

4 423 ‘0 C 

4 264 1 213 6 0 

4214 l/l C 

4 186 l/3 0 

4,072 ‘/3 C 

4,057 I/’ C 

3,916 l/3 0 

3,909 l/3 0 

3,853 l/2 0 
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Purchased Coverage Limits and Pohcy Form 
by State for Five Speciahes 

State 

OH 
MSd 

cb 

MAd,e 

NM 

NC 

AR 

MT 

IN 

SC 

TX’ 
- -~ ~~ 

OK 

Premium 

$3.837 

Coverage IimW Policy formb -~~~~_~ ~ 
$2 2/$2 6 0 

3,604 l/l C 

3,444 I/’ 0 

2,950 113 6 - _--~-~ ~- -~ .- ~ - - 
2,917 0 5-q -0 

2,760 l/’ c 

2,494 ‘/’ C 

2,476 0 5/l 5 C 

2,328 0 51’ 0 

2,203 f I--- f 0 ~ 

2,156 l/l 0 

2.120 1/l 0 

Toverage ltmlts are per occurrence/In aggregate Figures are In mllllons 

“0 = occurrence C = claims made 

‘Leadmg Insurer has multiple rating terrltones Premium shown IS for terntory wtth the largest number of 
physlclans of this specralty 

‘LeadIng Insurer offers bath occurrence and claims made policy forms 

‘Premium shown 6 condltlonal upon final approval of slate Insurance department 

‘None 
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Appendix II 
- 

Insurance Premmms for Predommately 
Purchased Coverage Limits and Pohcy Form 
by State for Five Specialties 

Table 11.2: Malpractice Insurance 
Premiums Paid by Physwans In State Premium Coverage limItsa Polq fort-@ 
General Surgery by State as of Juiy 1, FL” $30,736 

~~~~ $,,$, ---. c 

1985 IL” 28,280 l/3 0 

CA” 23,172 05/i 5 C 

CTd 20,563 l/3 0 -- ~ -- 
MO 20,138 ‘/’ 0 .~- I 
MDC,d 19,719 l/3 0 ~- .--. ~~~~ 
MI” 19,704 0 2/O 6 0 

NV 19,192 05/l 5 C --- .- 
HI 19,116 j/3 c 

RI 18,817 113 0 

ND 18,610 l/l C - -..- 
NJ 18,210 113 0 

DCd 18,171 ‘/3 -C .-- ~~ 
NYC d 18,107 l/3 0 ~” I 
AZ 17,954 ‘/I C -~. 
IA i 7,834 ‘/’ C ~- .-.- ~~ 
KS 17,747 3 2/6 6 C 

WI ‘7,302 I f 
I 0 

NH 17,297 l/3 0 

WV 17,264 113 0 -- ~~ 
OR i 7,228 ‘/3 0 ~ ~.- _---- ~~~ ~~ 
GA 17,035 I/’ c _-. 
KYd 16,765 1 2/l 6 0 

~~ -- WA 16,135 l/3 0 

SD 15,194 ‘/I C 

IDd 15,029 l/3 0 

AK 14,802 2/4 C 

WY 14,667 ‘11 0 

PAc 14,586 1 213 6 0 ~~ ~ _ 
ME 14,205 l/3 C ~~. 
,,Ed ~ ~~ 13,431 ‘13 C ..--. - 
Al-d 12,706 ‘1’ C 

MN 12,648 l/3 C 

MY 12,012 l/l C 

TN 11,963 l/3 C 

VAc 11,667 ‘/I c ~ -- 
VT 11,024 l/l C _ --_ -~ ---. __~ 
co i 0,872 l/l 0 ~. ~~ -_ ~~~~ 

~ - OH 10,705 2 2/Z 6 0 
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Appendix II 
Insurance Premums for Predommately 
Purchased Coverage Lmits and Policy Form 
by State for Five Specialtle~ 

State -~ ._- -~- .- 
LA 

MT 

MAd,” 

NC 

OK-- 

UTd 

tiM - 

NE 

TX” 

IN 

AR 

SC 

Premium Coverage IlmW Policy formb ---- - 
$10,350 $1/$2 0 ---~- 

9,808 05/15 C ~ -- ~~ ~ --- --.-.~~~ ~- - -~-~ 
9,577 l/3 0 -_~- -~--~--_-~- ~- 
0,896 l/l C 

8,772 515 0 -~ ~~~ ~ - - ~ ~- - -~ ~ ~- 
8,581 l/3 0 

8,516 0 5/’ 0 

a 097 11’ C 

8,036 l/l 0 

7,760 0 5/’ 0 

6,063 J/l C - - _ ~ - -~ - ~ ~-~ -~ -. 
5,809 f I + 0 

Toverage llmlfs are per occurrence/In aggregate Figures are In mlllrons 

‘0 = occurrence C = claims made 

“LeadIng insurer has multtple ratlrg terntones Premium shown IS for territory with the largest number of 
physlclans of this specialty 

dLeadlng Insurer offers both occurrence and claims made poky farms 

“Premium shown IS condrtlondl upon flnal approval of state insurance department 

‘None 
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Appendix II 
Insurance Preuuums for Predominately 
Purchased Coverage Limits and Policy Form 
by State for Five Sperialtie~ 

Table 11.3: Malpractice Insurance 
Premiums Pald by Physicians m State Premium Coverage IimiW Policy formb 
Anesthesiology by State as of July 1, AZ $35,232 $3/$3 C 
1985 DC0 28,695 5/5 c 

ILL 28,280 113 0 

HI- 28,092 l/3 C 

~~ - FLC 27,339 ‘/’ C _..- 
RI 23,521 113 0 

Cl-d 23,236 l/3 0 --. . 
AK 22,264 214 C 

WA 20,975 517 0 

WVd 20,717 113 0 

MO 20,138 111 0 

ND 18,610 111 C 

WY 18,343 l/l 0 

ID* 18,027 ‘13 0 _ - 
MSd 18,018 515 C _ _~~~ 
MD”.d I? sio l/3 0 -_ - 
TN 17,885 517 C - - 
IA 17,834 l/l C 

KS 17,747 3 Z/6 6 C 

KYd 17,316 1 2/l 6 0 

WI 17,302 f I I 0 

NH 17,297 l/3 0 

OR 
~~ ~~--_ .l-l .“.” _.I.-. _. - 

17,228 l/3 0 

GA- 17,035 111 C -.----- _- __----- -~ 
CAC 16,620 05/15 C 

MC -- --- 16,496 l/l 0 

OH 15,885 22/2 6 0 

CO 15,272 j/l 0 

SD 15,194 J/l C 

ALd 15,179 l/l C 

PAc 14.586 1 Z/3 6 0 ~~ 
ME 14,205 ‘13 C 

NJ 13,817 l/3 0 ~~ .- .._~ 
- 

__. --- --- ---. -_ _ 
DEd 13,431 l/3 C 

NV 13,148 05115 C 

LA 12924 112 0 

NYC,d 11,928 ‘f3 0 

NE 11,228 l/l C 

OK 10,953 515 0 .._ _.-- .---- - 
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Appendix II 
Iusurance Premiums for Predomnately 
Purchased Coverage Limits and Pohcy Fonu 
by State for Five Specialties 

State Premium Coverage IimW Pohcy formb -.- ___~-- ~~~ - ~ _I___.___- -.- 
VA” $9,915 la/$1 C 

MN 9,866 l/3 c 

vi 
__- __- -~- 

9,820 111 C ~~- ---- 
MAd.e 9,577 l/3 0 ~~ -__--~ 
UTd 8,581 10 0 

T% 
---- --~- ~- 

8,036 l/l 0 

NM 7,932 0 5/f 0 -__~~~ -_ --~- ---~--__ 
NC 7,924 I/’ C 

IN 7,760 0 5f 0 

MT 
_ ___ _- __~--_-~--_---- - 

7,264 05/l 5 C - - ---- - -~ --_- SC 5,80g -,~----- o 

AR 
- ---- - ~--___ --- 

5.407 l/i C 

Toverage Ilmlts are per occurrence/In aggregate Figures are in mllllons 

“0 = occurrence, C = clarms-made 

‘LeadIng Insurer has multiple rating terntorIes Premium shown IS for territory with the largest number of 
physlclans of this specialty 

dLeadlng Insurer offers both occurrence and claims-made policy forms 

ePremlum shown IS condrtlonal upon flnal approval of state insurance department 

‘None 
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Appendix IT 
Insurance Premiums for Predominately 
Purchased Coverage Limrts and Pohcy Form 
by State for Five Specialtws 

Table 11.4: Malpractice Insurance 
Premiums Paid by Physwans in 
Obstetrics/Gynecology by State as of 

State 
FLC 

Premium 

$51.112 

Coverage llmlts* 

$1 /$I 
515 

Policy form” 

July 1,1985 DC” - 

MDC,d 

IL” 

t-II 

CA” 

CTd 

b.70 - 

NY’,” 

OR 

AZ 

ND 

WV” 

KS 

AK 

IA 

WI 

WA 

IDd 

GA 

RI 

NV 

ME 

so 

KYd 

NH 

NJ 

PA’ 

MF 

WY 

VT 

co 

ALd 

NC 

TN 

VAc 

DEd 

OH 

MSd 

43,833 

C 

C 

42,434 

32,480 

36,818 

271495 

42 184 

26,767 

25,994 

25,897 

37 652 

25,761 

25,336 

24,901 

34816 

24,508 

24,464 

24,043 

23,781 

32 901 

l/l 

113 

0 
113 

0 

0 
i/3 

113 0 

0 

111 

l/3 

C 

l/l 

C 

C 

0 

l/3 

5/l 5 

0 

3 

C 

Z/6 6 

113 

C 

214 

0 

C 

l/l 
f f I 

C 
0 

113 0 

‘/3 0 

l/l C 

23,521 l/3 
22,592 0 5/i 5 

0 
C 

22,530 ‘/3 C 

21 220 l/l C 

20 766 1 2/l 6 0 

20 755 

20 304 
l/3 

i/3 

0 
-0 

20,196 1 2/3 6 0 

19 931 0 2/O 6 0 

18 343 l/l 0 

18 250 l/l C 

18 136 l/l 0 

17 652 l/l C 

16 904 111 C 

16,614 l/3 C 

16,270 ‘0 C 

16,117 1 I3 C 

14,775 2 2/2 6 0 

14,014 l/l C 
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Append= II 
Insurance Premiums for Predommately 
Purchased Coverage Limits and Policy Form 
by State for Five Specialties 

State Premium 

UTd $13.376 

Coverage limits’ 

$11$3 

Policy formb 

0 
-~ ~ -L-- 

MAd,e 12,928 iI3 0 --- 
MN 11,808 l/3 C -__ -~- 
TXC 11,609 111 0 

MT 
--- - .-~~-- 

11,540 5 05/l C .- ~__ 
-- --_- 11,380 -iJ 5/’ 

-- 
IN 0 - __- -~__ ~ -- 
LA 11,310 112 0 ~-~ ----.--~~ ~- -I_- __--- 
NE 11,289 I/’ C ~~ -__ -- -~-- 
OK 10,953 5/5 0 ~- ~ ___-._____.-- _-__-~~ 
NM 10,627 0 5/’ 0 ~- --- ~ ~ ------__ -__- ___~ -~ 
AR 9,992 10 C 

SC ~- - - - 
-- - --..~ 

6,922 f I f 0 

Toverage llmlts are per occurrence/In aggregate Figures are In mllllons 

“0 = occurrence, C = claims made 

‘LeadIng Insurer has multrple rating temtorles Premium shown IS for temlory with the largest number of 
physlcrans of this spectalty 

dLeadlng Insurer offers both occurrence and claims-made policy forms 

ePremlum shown IS conditronai upon final approval of state msurance department 

‘None 
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Appendix II 
Insurance Prenuums for Pwdomately 
Purchased Coverage Lunits and Pohcy Form 
by State for Five Specialties 

Table 11.5: Malpractice Insurance 
Premwms Paid by Physicians In State 
Orthopedic Surgery by State as of July ILC 
1,1995 DCd 

AZ 

FL” 

HI- 

AK 

MIC 

CTd 

NY”,d 

NH 

MO 

WW 

WA 

KYd 

NJ 

MDL,d 

KS - 

IDd 

RI 

NV 

ME 

ND 

OR 

IA 

CA” 

WI 

GA 

PA” 

DEd 

WY 

SD 

co 

TN 

ALd 

OH 

LA 

MAd,e 

VT 

MN 

Premium Coverage limitsa Policy formb 

~$56,088 

43,833 

41,919 

U/$3 0 

5/5 C 

313 c 

40,925 10 C 
37.652 l/3 C 

35,431 214 C 

34,410 l/J 0 

32,901 l/3 0 

31,993 113 0 

27.676 1 I3 0 

27,608 ‘1’ 0 

25,897 l/3 0 l 

25,6&I ‘/3 0 

25,217 1 2/l 6 0 

25,172 113 0 

24,959 l/3 0 

24,331 3 216 6 C 

24,043 l/3 0 

23,521 ‘/3 0 

22,592 0 5/l 5 C 

22,530 ‘/3 C 

22 302 l/J C 

21,995 l/3 0 

21,667 l/l C 

21,456 05/l 5 C 

20,845 , I t 0 

20,407 11’ C 

19,074 1 213 6 0 

i 8,803 1/3- C 

18,343 l/l 0 

18,206 ‘/’ C 

18,136 l/l 0 

17,023 l/3 c 

17,652 l/l c 

16,716 2 212 6 0 

15,697 l/2 0 

15,322 l/3 0 

14,637 111 c -. ..-- .--. -.- -- --- 
-113 -” 14 435 C 
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Appendur II 
Insurance Prermums for Predominately 
Purchased Coverage Llmlts and Pobcy Form 
by State for Five Speclaltres 

- 
State Premlom Coverage limItsa Pohcy formb -_ ~ ~~-_ ~ ~- 
MS $14,014 D/$1 C 

- VA’ 13,967 10 C 

NE 13,441 l/l C 

- 
~- - -~~---~ 

UT” 13,376 --l/3 0 

NC 11,812 l/l C 

MT 11,540 05/l 5 C ~_~~~ ~__~~__ 
OK 10953 5/5 0 

Iti 10,605 0 S/f 0 

- - TX” 10121 ‘1’ 0 

- SC 9,150 / i 0 

AR 8,028 
_ _f- ~_ 

l/l c 

NM 7,932 0 51’ 0 

‘Coverage llmlts are per occurrenc?/ln aggregate Figures are in mllllons 

“0 = occurrence, C = claims made 

’ L-eadlng insurer has multiple rating temtorles Premium shown IS for territory with the largest number of 
phyxrans of this specialty 

dLeadlng insurer offers both occurrence and claims-made policy forms 

“Premium shown IS condItIonal vapor fInal approval of state Insurance department 

‘None 
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Appendix III -~~ 

States With Multiple-Rat&g Territories 

Cal~lorma 
__ __~ - _____~. 

I Northern Catrfornla 
2 San Drego 
3 Southern Calrfornla 

Flor& 
1 Dade and Broward Counties 
2 Rest of the state 

Michigan 
1 Macomb Oakland, and Wayne Countres 
2 Rest of the state 

Maryland 
1 Rest of the state 
2 Montgomery, Prince Georges, Howard and Anne Arundel Counties 
3 Baltimore City and County 

lllmois 
1 Cook Dupage. Kane, Lake Madrson McHenry, St Clarr and Vermlllon Counttes 
2 Chan Ipa gn Jackson Kankakee, Lasalle, Sangamon and Will Countres 
3 Rest of the state 

New York 
1 Long Island 
2 Bronx, Krngs, Queens, Richmond, Rockland, and Sulkvan Countres 
3 Manhattan, Orange Ulster, and Westchester Counties 
4 Rest of the state 

Pennsylvanla 
1 Delaware, Montgomery and Phlladelphra Counties 
2 Rest of the state 
3 Allegheny County 
4 Bucks and Chester Countres - 
Texas 
1 Rest of the state Counties of Brazona, Galveston 
2 Hams, Jefferson, and Montgomery Counties 

Vlrgmia 
1 Arlington, Fairfax Fauqurer, Loudoun, and Prince WIlllam Counties 
2 G oucester, Isle of W ght James City Surry, and York Counties 
3 Rest of the state 
4 Charles City ChesterfIeld, Dlnwrddie. Goochland Henrlco, Hanover, New Kent, 

Powhatan, and Prince Georqe Countres 
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Appendix IV 

Claims-Ivlade Policy Premiums by Coverage 
L&nits for States With Multiple-Rating 
Territoriesa as of July 1,1985 

Internal medune (no surgery) 

California: 

1 

2 

$O.SM/$l 5M $lM/$lM $1 M/$3M 

$3772 

--4.416 

-3 -- 4,800 
Florida. 

-1 -- 

2 

--$9,228 

6,154 

Maryland. 

r 

-2 

-3 

New York* 

$3.694 
4412 

4,800 

1 

2 

3 - 

‘i 
~ --~ 

Wrghua- 

1 

- 2 

3 

4 

G&eral/famlly practice (minor surgery) -- 
Cahfornla- 

11,670 

10,201 

9,030 

5,280 

2,940 

2,723 -_ - - ~~ - ~ ~~ - _ 
2 179 

i 851 

1 6,392 - _ - ~~ ~~ - ~~ _ 
2 --7,476 

-3- 8,124 

Flonda: -- 
1 10,229 

2 12,156 

Maryland: 
-1 6,055 

2 7,314 

3 7,991 

New York: 

1 15,553 

2 13,596 

3 12,034 

4 7,037 ~~- ---- - ~~ 
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Appendix IV 
Claims-Made Policy Premmms by Coverage 
Lhmts for States With Multiple-Rating 
Temtories as of July 1,1985 

$O.EiM/$l SM $lM/$lM $1 M/$3M -^- ___- -~ ---~ 
General/family practice (minor surgery) 

%rginia. 
- ~- --- - -~-~ 

1 

2 

3 

4 

General surgery 

California: 

$5,687 

5,270 _-~__ 
4.214 -~ - -~_ .~~ 
3,581 

- __-~ 
3 

Florida. 

2 - 

Maryland: 

1 

2 

3 

New York: 

2- 

3 

4 

Virgmia. 

- 
2 

3 

-4 
-.- 

Anesthesiology 

California: California: 
1 1 

2 2 

3 3 

Florida, Florida, 

23,172 

46,087 - _ ______~ 
30,736 
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Append= IV 
Claims-Made Policy Prertuums by Ccrverage 
Limits for States With Multiple-Ratmy 
Temttnnes as of July I, 1985 

Anesthesrology 

l6w York: 
I- - 

2 

3 -- 
4 

VwgmG - - 

2 

3- - 

4 

Obstetrm/gynecology - - -~ ~ - 
Cahforma. 

-1 

2- - 
3- -~-~ 

Fiorudalmm 

2 

Maryland. 

-1 - 

2 

3 

hew York: 
-1 - 

2 

3 -~ 
4 

Vlrgmia- 

- 

2 

-3 - ~- 
4 

Orthopedic surgery ~ ~ -- --~~- 
Cahfornia. 

Page 73 

$0 5M/$i 5M %lM/$tM 

-375750 

14T589 

11 667 

9,915 

$27400 

32,048 

34.816 - 

-76,641 

51112 

-- 
$1 M/KiM 

$22,937 

20,050 

17.748 

10,378 

36 393 

44,580 

48 988 

59262 

51,805 

45855 

26,813 _ - ~~ - 

21,963 

20,347 

-16,270 - - 

13828 

21,456 

25 100 

27,272 

61.363 

-40,925 



Append= IV 
-- 

Claims-Made Policy Prelmums by Coverage 
Ltits for States With MultlpleRatmy 
Terr~turrrs as of July 1, 1985 

Orthopedic surgery 

Maryland: 

-2 
3 

New York. 

1 

2 

3 
4 

Vwginla: 

2 2 

3 3 

4 4 

Neurosurgery Neurosurgery 

Cahforma: Califorma: 
1 1 

2 2 

3 3 

Florida: Florida: 

1 1 

z 

Maryland. 

2 

3 

New York: 

2- 

3 
4 

Virginia: 

$0 5M/$1.5M $lM/$lM $1 M/$3M 

$21,457 

26,232 

28,803 

61 522 

53780 

47,604 

27,035 

$18,855 

17,468 

13,967 

11 871 

-. -- 
$24,248 

28 356 

30804 

97,010 

64,696 

21,457 

-26,232 

28,803 

72,566 

63,434 
56,150 

32832 

-32,835 

30,418 

24,324 

20 673 

%ee appenchx III for a hst af terrltorbes 
Note Coverage lmts arc IK> qnlllions ot dollars 
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Appendix V ~~~ - 

Occurrence Policy Premiums by Coverage 
Limits for States With Multiple-Rating 
Territoriesa as of July 1,1985 

$0 2M/$0.6M $lM/$lM $1 M/$3M $l.ZM/t3.6M _ ~ .- -~ --- - -~ 
Internal medicine (no surgery) 

fllrnols- - 

2 

3 
Maryland: 

2 

3 

Michigan: 

New York. 

2 

3 

4 

Pennsylvania- 

2 

3 
4 

Texas: 

7 

- 2 
General/family pra&ce (minor surgery) 

Illrnols. 
1 
2 

3 

Maryland. 

- 1 - ~~ 
2 

3 

Michigan: 
1 $7,224 

2 4779 

3,494 

4,179 

4,547 

$8,445 

5,574 -~~. ~-- - - 

$4,619 

2,244 -~-~ 
2,479 

3,657 

1437 

2,352 ~~ - - - 

11 592 
9368 

7,144 

5 743 - ~ ~-.-- ~-- ~~ - 
6,942 
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AppendLv V 
Occurrence Pohcy Premiums by Coverage 
Linuts for States With Multiple-Rating 
Territories as of July 1, 1985 

$0.2M/$0.6M $iM/$lM $lM/$3M $1 2M/$3.6M 

General/famdy practice (minor surgery) 

New York: 
1 $17,876 

2 15,628 

3 13 833 

4 8 088 

Pennsylvania: 
1 $8,775 

2 4,264 

3 4,709 

4 6,948 

Texas: 
1 $2,156 

2 3,528 

General surgery 

Illinois: 
1 28,280 

2 22,716 

3 17156 

Maryland- 
1 14,720 

2 17,970 

3 19719 

Michigan: 

1 $19,704 

2 13,003 

New York. 
1 40,021 

2 34,986 

3 30,969 

4 18,107 

Pennsylvania: 

1 30,024 

2 14,586 

3 16,111 

4 23,770 

Texas: 

1 --8,036 

-2 13151 
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Appendix V 
Occurrence Policy Preuuums by Coverage 
Lmuts for States With Multiple-Rating 
Terntones as of July I, 1985 

Anesthesiology 
Illinois: 

2 

3 

Maryland: 

1 

L 

3 

Michigan: 

2 

New York: 

2 

3 

4 

Pennsylvania: 

1 

2 

3 
4 

Texas- 
1 

2 

Obstetrics/gynecology ~~ .-~ 
Illinois: 

1 

2 

3 
Maryland: - 

2 

3 

Michigan: - ~~ ~. ~~ 
1 

2 

iiew York: 
1 
2 

3 

4 

$0.2M/$0.6M $iM/$i~ $1 M/$3M $1.2M/$3.6M -- 

-_. ~-~~ ~~ 
$22,280 - 

22,716 

17,156 

14720 

17970 --. ~~~ ~~-~ ---. 
19,719 

$24,994 

16,496 

26363 

23,047 -. 
20,401 .~ ~~~~ 
11,928 

~ .- 
$30,024 

14,586 

16,111 

23770 

8,036 - 
13,151 

-. -~~ 
42,184 

33,840 

25,496 

- 
34,637 

42,434 

46,632 

$30,198 
19,931 

68,116 

59,547 

??,7F 

30818 
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Appendix V 
Occurrence Pohcy Prenuums by Coverage 
Lmits for States With Multiple-Ratmg 
Territories ~tb of July I,1985 

Obstetrics/gynecology 
Pennsylvania: 

2 

3 
4 

Texas- 

2 

Orthopedic surgery 
Illinois: 

1 

2 

3 

Maryland: 

1 

2 

3 

Michigan: 
1 

2 

New York. 

1 

2 

3 
4 

Pennsyhrania. 

1 

Texas: 
1 

2 

Neurosurgery 
Illinois: 

1 

2 

3 

$0.2M/$0.6M SlM/$lM $1 M/$3M $1.2M/$3.6M 

_. --. .- 
$41 570 

20,196 

21,068 

13,551 

$11,609 

18,995 .- 

$56,088 

44,964 

33,840 

20,410 

24,959 

27,409 

52,305 

34,410 

70,713 

61,817 

54,719 

31,993 

32,261 

19,074 

18,589 

31,083 

10,121 

16,560 

56,088 

44,964 

33,840 
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Appends V 
Occurrence Pohcy Premmms by Coverage 
Lunits for States With Multiple-Rat- 
rcmtorlrs as of July I,1985 

Neurosurgery .-- ~-~ 
Maryland, 

1 

2 

3 

Michigan 

1 

2 

New York 

2 

3 

4 

Pennsylvania: 

2 

3 

4 

Texas: 

1 

$0 2M/$0.66- $lM/$l M $1 M/$~M $1.2M/$3 6M 

$52,305 

34,410 

$41,570 

20,196 

21 068 

13551 

11,609 

18,995 

‘See appendix III for a ltst of terrltorres 
Note Coverage hmlts are In mlllwns of dollars 
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Appendix VI 

Survey of Hospitals Regarding Hospital 
Professional Liability (Malpractice) Protection 

J.S. GENERAL ACCOUNTING OFFICE 

SURVLY 01 tiOSPITALS REGARDING I 

HOSPITAL PROFESSIONAL LIABILITY (MALPRACTICE) PROTECTION 

CORRECTIONS 

(SPACE FOR LABEL) 

ID [ldl 

CARDI (7) 

It the address on the label IZ incorreLt please make correctcons on the right. This address WI II be used to 

ma11 a rurnnary of the findIngs to partlclpatlng hospitals. 

1. Please provide the name, t,tle and telephone number of the Indlvldual we should contact if addltlonal 

,nformat,on 15 required about your response. 

Title 

Telephone number ( ) 

This questlonnalre asks a ser,es of questIons about your hospital's professIonal Irabtllty protectnon for 

policy years end\ng I" 1983, 1984 and 1985. It concerns the sources, levels of coverage and costs for 

professlonal liab~l!ty insurance. For purposes 01 this survey. YB consider "hospital" to wan the saim 1s 

defined by the American Hospltai Assoclatlon, wh,ch IS "the ocganizatton or corporate entity Ilcensed a- 

regrstsred as a hospital by a state to provide dlagnostlc and therapeutic patlent serv,ces far a variety of 

, lnedlcal condltlons, lncludlng both surgical and nonsurgical." 

The lnformatlon that you provide WIII be summarized and reported to the Congress. The rndlvldual responses 

of hospitals partlclpatlng ,n the s”rvey WI II be used to create a data fI le. This file WIII be wallable upon 

request after the GAO report IS Issued. Indlwdual responses I" the data flte wll be ldentlfled only as to 

(1) geographic census region, (2) bed complement range, 13) patlent census range, and 14) whether or not the 

haspltal was afflllated wth a med,ca, ichool. The nams of indlvldual hospitals partlclpatlng In the survey 

and any I Ink, other than that Indicated above, between the lndlvldual hospltats and their responses will be kept 

confidential. 
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Appends VI 
Survey of Hospitals Regardmg Hospital 
Professional Liabdity @Idpractice) Protechon 

HOSPITAL ~ACK(*IOUNII Pol,cy Year 

l- 

-ap--+t----------- --I_- 

1983 1984 
l- 

I985 

I--L------L _----- 

3. 

4. 

5. 

6. 

7. 

I 

Mo./Ddy/Yr- Ma./Day/Yr. Mo./tkf/Yr. 

-___--- --_--- 

What was the bed complement of the hospital lexcludlng 

bassinets and Incubators1 on the first d~f of caci7 

pcJ1cy year? 

I!.3 many InpatIent days (excluding newborn and bassinet 

days) did the hospctal have for each pol,cy yadr' 

If your 1985 policy year has not concluded. please 
estimate nnpatrsnt days for that year* 

HOW many outpatIent visits lexciudlng emergeniy rc~rn 

VIsitsI did the hospital have for each policy year? 

If your 1985 policy year has not concluded. please 

estbmata outpatient vJs1ts for that year. 

HOW many emergency roam wslts did the hosprtal ha@ 

for each policy year7 If your 1985 policy year has not 

concluded, please estimate emergency roam v,u+s for 

that year. 

Was the hospital afflllated rlth a medIcal school 0" 

the first day of each pol,cy year? (CtiECI( ALL THAT 

APPLY.1 

- -____ 
(44-55) 

I 
*2 (8-25) 

- 

1 

(16-43) 

(1) Yes. through an Intern and/or rasldency program - 1 1 I I I 1 

(21 Yes, through another program (EXPLAIN1 l___l II I [ 1 ' I I 

-___ 

[J)p.jo ----___- - ---.__ -_ 
[II]il ‘II >; 

(44-52) 

2 I 
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Appendix VI 
Survey of Hosph~L~ Regardmg Hospital 
Professional Liability (Malpractice) Protection 

I 

PRIMRY PROTECTION 

THE FOLLOWING QUESTIONS RELATk TO THE SOURCES, LEVtLS, AND COSTS OF PRIMARY (FIRST LEVELI PROFESSIONAL LIABILITY 

(MALPRACTICE) PROTECTION WHICH WAS IN FCRCE ON THE FIRST DAY OF EACH POLICY YEAR. IF ANY QUESTICNS ARE NOT 

PSPL ILABLE . INSERT “N/A” IN THE APPROPRIATE HOX(FSl. 

POI icy Y*ar 

1983 1984 I 1985 

8. On the f,rst day of each ot the hospltat’s policy years. 

thrdugn what iource~s~ was primary (first level1 profes- 

slonal I~ab~llty Lmalpractlce) prot?ctian provided? 

(CHECK All. THAT APPLY. 1 

I21 Serf-insurance trust fund (group of hospitals) - - 

(3) Lonlnerclal In*“rance I - - - - - - - - - 
1 I I I [ I 

I 
(4) Hospital-formed ,nsur,ng cornpa”” or trust - - - - I I I I L I 

I 
ccapt1ve Insurer) 

I 

15) State fund (such as catastrophic 1055 fund, 

patlent cmpensatlon fund. etc.) - - _ - - - - 1 
t I I I I 1 

(6) Oid not ,nsure (went bare) - - - - - - - - I 

I I 1 I 1 I I 
I 

(53-70 I 

3 

I 
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Appendix VI 
Survey of Hospitals Regardmg Hospital 
Professional Lmbihty (Malpractice) Protection 

Pol,cy Year 

i 
1983 I984 1985 

_I 

9. If the hospital provided its primary professional Ila- 

bllity protectron through d self-Insurance trust fund, 

show the mount of the self-insured retention in force 

on the first day of each policy year. 

LI) Per occurrence Ilmlts - - - - - - - - - - - J 

and 

I I 

(2) Aggregate I,m,ts - - _ - - - - - - - - - - $ 'I 'I 

*3 [B-37) 

IO. If the haspttal provided Its primary professIonal 

IlabIlIty protectnon through a self-insurance trust fund, 

show the hosprtal's contrlbutlon to Its self-Insurance 

trust fund for each policy year. 

138-58) 

--Separate professIonal from general Ilablllty. of 

possible. 

II. Old thds contribution include coverage Of comprehen- 

wve general IlabilIty? (CHECK ONE FW EACH YEAR.) 

4 
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Append= VI 
Survey of Hospitals Regardmg Hosphl 
Professional Lmbhty (Malpractice) F’rotectlon 

Pal Icy Year 

I 983 I 
I 984 1985 

12. If the hospItdl purchased primary professIOnal 

l!ablllty protection what maximum dollar 1imits did 

the hospital have on the first day of each policy year. 

ill Per OCcUrrence Ilmlts - - - - - - _ - - - - I 

and 

F’: IL1 Aggregate Iimlts - - - - - - - - - - - - - f 

'4(8-371 

13. If the hospital purchased primary protesslonal 

I~abulIty protectlon, ~8s there B deductible or quota 

share applicable for first dollar tosses for the coverage 

I” force on the first day of each policy year? 

(CHECK ONE FCR EACH YEAR.) 

(ZJNo - - - - - - - - - - - - - - - - - 

/ 
(38-40) 

14. If yes, show amount of deductible or quota share for 

the coverage ,n force on the first day of each policy 

war, as app I (cable. 

(1) Per Occurrence - - - - - - - - - - - - - $ 

and 

‘7: ’ (2) Aggregate - - - - - - - - - - - - - - - * 

(41-64) 
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Appends M 
Survey of Hosp~tds Regarding Hospital 
Professional tiabtity (Malpractice) Protection 

15. If the hospital purchased primary professional 1,~ 

blI!ty protection, what uas the hos,,'tal's total cost 

(premiums) for each po11cy year7 

--Separate profesiional from general Ilab1 II+", If 

posslnle. 

I --Include any retrospective prem,"m adjuitments. 

--If you had wore than one policy during a policy year, 

I 
be sure to prorate the premum 0" the bas,s of one 

policy year. 

16. Did this coat tpremlums) for primary proteitlan include 

coverage for ccmprehenslve general II& Iity? 

(CHECK ONE FCR EACH YEAR. ) 

I 

Pol,cy Year 

c 

I 

1983 1984 I985 
I ! 

t 

I ’ 

I I ’ 
L I )[I [I) 

[ 1 I I 
1 

[ I 

17. Has a retrospectove prm~um adjustmsnt been included 

In this cost for prkmary protection7 (CHECK ONE FOR 

EACW YEAH.1 

(11 Y.5. adJUst"Bnt tncluded - - - - - - - - - - I 1 t 1 I I I 

(2) AdJustments possible, but not Included - - - - - [ I 1 I I I I 

(3) AdJustmnTs not possible with our coverage - - - -[iI II [I ' 

(32-34) 
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Appen&x VI 
Survey of Hospitals Regardmg Hospital 
Professional Llabllity (Malpractice) Frotectlon 

ABOVE PRItMRY PROTECTION 

THE FOLLOWING QUESTIONS RELATE TO THE SOURCES, LEVELS, AND COSTS OF PROFESSIONAL LIABILITY (MALPRACTICE) 

PROTECTION ABOVE PRIf.‘,ARY (SUCH AS EXCESS AND/D6 UMBRELLA COVERAGE) WHICH WAS IN FORCE ON THE FIRST DAY OF EACH 

POLICY YEAR. IF ANY QUESTIONS ARE NOT APPLICABLE, INSERT “N/A” IN THE APPRCPR1AT.E BOX(EZ.1. 

Policy rear 

1983 1984 1985 

- 

18. On the f:rst day of each of the hospital’s policy 

years, through nhat source~s) was profnsslonal 

Ilability (malpractice) protectIon above primary 

(such as excess and/or umbrella coverage) obtalned? 

(CHECK ALL TWAT APPLY. ) 

(1) Ccmiw3rcla1 lns”rar,ce - - - - - - - - - - - 

(2) Hospital-formed ,nsur,ng company or trust - - - - 

I 

(captive Insurer) 

13) State fund (such as catastrophic loss fund. 

patient capensatlon fund, etc.) - - - - - - - 

(41 Old not nnsure (vent bare) - - - - - - - _ 

19. What maximum dollar Ilmits of professtonal liability 

protection above primary did the hospital have on the 

first day of each policy year? 

(1) Per occurrence limits - - - - - - - - - - - 

and 

(21 Aggregate timlts - - - - - - - - - - - - - 

(35-461 

I I I I 
I I I 

(47-76) 
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Appendrx Vl 
Survey of Hospitals Regardmg Hospital 
Professional Llabhty (Malpractice) Protection 

1983-- 1984 1985 
1 

21. Did thli cost Iprrm~ums) for above primary protection 

rr~clude coverage for cornprehensIve generai l~abll~ty? 

ICHECK ONE FCR EACH YEAR.1 

(,)Yes- ---__--------- __--[ , 

I 
II I I 1 ' 

(2)No _ -------- _-- .___-’ 
II [ I II 

1 
(29-31) 

22. Has a r&rospectlve prarwum adJuifment been included 

,n thrs cost for above primary protectron? (*-HECK ONE 

FOR EACH YEAR.) 

(1) Yes, adJust",ent Included - - - - - - - - - - I 
I I 1 I ' I I 

Y 

J 
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Appendix VI 
Survey of Hospitals Regardmg Hospital 
ProfessIonal Liabihty (Malpractice) Protection 

1983 

Policy Year 

I984 

--- 

1985 

23. What policy form of professIonal hablllty protection 

did the hospital have for each policy year? (This 

should be the same for both primary and above primary.) 

iCHFCK ONE FOR EACH YEAR.) 

(, ) Occurrence - - - _ _ - - - - - - - - - - 

(35-371 

24. For each policy year, what was the total cost to the 

hospital tor uninsured lpa<d out 01 opwatlonsl 

professional I labi l~ty loss.85 (Such as amsunts pald 

<ut (1) I" relation to a deductlblP or quota share 

and/or (2) losses above the coverage I Imfts of pur- $ I I 

chased insurance or actuarially-determIned contnbu- 1 

tlons to a self-insurance fund]? (38-61 ) 

25. if you feel that questions 8 - 24 d,d not allow you to adequately state the type of professuonal Ilab~l~ty 

prutectlon your hospltel has, please do your best to bwwr the questlons you can and then use the space 

sdow to describe the type of proteitlon you have. (62) 

9 
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- ~~- 
Appendix Vl 
Survey of Hospitals Regarding Hospital 
Professmnal L.iablLity (Malprartlre) Prrhctwn 

1 (CHECK Wit BOX F&i EACH WEAS0N.I 

Very 
I 

LIttIe Does , 

great Great naderat%l some or no not 

extent extent extent extent extent apply 

II I (21 (3) 141 
I 

15) (6) 
, 

-_---__--~ - ----I ---- 

3. Change I" the amount of deductible 

5. Increased contributions required Iry a xtdts fund 

(such as catastrophic loss fund, ~atlwnt compensa- , 

tlon tund, rtc.) 

(671 

6. Oecreased uxtrlbuttons required by a tate fund 
I 

(6d) 
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Appendix VI 
Survey of Hospitals Regardmg Hospital 
Professlond Lability (Malpractice) Protection 

7 

, 
Policy Year 1980 to Pol1ry Year IYBS 

__---_-- ------ I I 

2. Change ,n the amount of retentiorl in the setf- , I 

insurance trust fund I (9) 

I--~~~~ , -__l------- I I I I 
3. Chanoe nn the arrwunt of deductible (IO) 

ill----- ____------.-_i 
4. A change IO polrcy farm of protection purchased by 

' your hospital 
-____- ____ -_-_------ 

5. Increased contributions required by a state fund 

(such as catastrophic loss fund, patlent compensa- 

\ tam fund, etc.) 

, 6. Decreased contrlbutlons required by a >tate fund 
, I I I , , (13) 

, 
7. Increase in the number at ila~ms TV led against 

your hospital 

--- I I I 

8. Decrease in the number of cldlms f~ led against 1 
I I 

1 your hospital 

r- 
9. Increase I" the amount pard for cldtms closed 

against your L105pItal 

(15) 
1 , , 

, I 
(16) 

___-_I--~ 
I 

10. Decrease IO the anaunt paid for claims closed , , 

against your hospltat (17) 

I \ \ 

11. Increase In the avallabi llty of the desired levels 

of coverage to buyers , , 1181 
I 

12. Decrease I~I the ~"a IabIlity of the desired levels 
, 

of coverage to buyers (19) 

v-1 
13. Change in brokers (201 

, , \ 
14. Otner [SPECIFY) 

, I 

(211 

---I_ 

11 
, 
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Appendix VI 
Survey of Hospltak Fkgardmg Hosp&d 
Professional habtity (Malpractice) ProtectIon 

27. Dld (will) the availability of liability Insurance pose a problem for your hospltal rn obtalnlng the desired 

I coverage sf professional IrabltIty for your hospital's po11cy year ending In 1986 [i.e., did (will the 

capacity of the ~"s"~ance market have any adverse Impact upon your hospital's ablllty to obtain desrred 

cover age ) 7 (CHECK ONE.1 (221 

(II I I Yes (PLEASE EXPLAIN.) 

28. Did (will) the affordabIlIty of I lability insurance pose a problem for your hospital in obtalnlng the 

desired co"ern9e of professional Ilabi1rfy fur your hospital's policy year ending I" 1986. (CHECK ONE.) 

(231 

(1) I I Yes IPLEASE EXPLAIN.) 

- 

(2) I I No 

29. If you have any ccmnents on any questions I" the questlonnalrs or on professlonal itabl I Ity ~"~urdnce In 

general, please wrtte them here. 124) 

12 

Page 91 GAO/HRD86-112 MedIcal Malpractice Insurance Costs 



Appendix VII 

Number of Hospitals in the Universe, GAO 
Smple, and Survey Response 

Total 

By hospital size (no. of beds): 
6 to 24 

25 to 49 

50 to 99 

100 to 199 

200 to 299 

300 to 399 

460 to 499 

500 or more 

By census region: 
1 New England 

2 MIddIe Atlantlc 

3 South Atlantlc 

4 East North Central 

5 -East South Central 

6 West North Central 

7 West South Central 

8 Mountain 

9 Pacific 

Hospitals 
Unwerse Sampte Responses 

5,783 1,782 -1,248 

224 47 22 

986 182 111 

1,414 319 195 

1,382 427 287 

726 253 189 

438 167 138 

274 147 114 

339 240 192 

251 136 110 

608 264 197 

820 306 214 

900 292 211 

488 103 64 

796 177 126 

845 168 110 

371 153 109 

704 183 107 
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Appenchx VIII 

Estimated Hospital Data and Related Sampling 
Errors for Policy Years 1983,1984, and 1985 

Table VIII.1: Hospital Malpractice Insurance Costs and Related Sampling Errors by Type of Expenditure 

Dollars in mllllons --- - _ _~~ ~~~ - _ ~ - --~~~ 
1983 1984 1985 

Samplmg Sampling Sampling 
Expenditure Amount erroP Amount erroP Amount erroP 

- 
- - ~~-~ 

Total costs $849 4 $47 7 $959.8 $54.3 $li6y $137 3 

Contnbutrons to self-Insurance trust funds 255 8 32 1 289 3 37 0 350 6 39 0 ~- --~~- .- 
Premiums for purchased Insurance 562 4 30 5 628 2 34 5 866 8 47 0 

Uninsured Josses 31 1 11 5 42 2 128 1186b 1226 

%Lampllng errors are stated at the 95 percent confidence level 

%tlmate subject to a large sampling error and should be used with caution 
Note Detail may not add to total due to Independent estlmahon 

Table Vlll.2: Dlstrlbutlon of Annual 
Malpractice Insurance Costs and Figures In percents 
Related Sampling Errors for Hospitals 1983 1985 

Samplmg Sampling 
Annual cost Hospitals erroP Hospitals erroP 

Less than $10,000 142 24 92 22 

$10,000 to $24,999 193 26 164 27 

--- $25,000 to $49,999 169 23 169 25 

$50 000 to $99,999 153 20 138 19 

--19 0 
~- -- ~- ~ --- 

$100,000 to $249,999 17 21 2 20 ~-~ - - ~ 
$250,000 to $499,999 a4 1 1 11 I 14 

$500,000 to $999,999 47 7 67 9 

Si iillion or more 21 4 46 6 

“Sampling errors are stated at the 95 percent confidence level 
Note The universe of hospitals was 5 513 In 1983 and 5,656 in 1985 
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Appendix VIII 
Estimated Hospital Data and Related 
Samphg Errors for Policy Years 1983,1984, 
and 1985 

Table Vl11.3: Dlstrlbutlon of Malpractice Insurance Costs Per Inpatient Day and Related Sampling Errors 

F gures In percents 

Insurance costs oer dav 

$1 
2 

3 

4 

5 -- 
6 

I 

8 

9to 10 

11 to 20 

- Over 20 

1983 
Sampling 

Hospitals errora 

344 30 

259 29 

-14 6 22 

76 13 

54 12 

29 9 

26 12 

1 1 6 

22 a 

23 a 

10 6 

1984 1985 
Sampling Sampling 

Hospitals errora Hospitals errop 

25 8 29 138 25 

255 28 193 26 

147- -- 24 155 2i 

99 15 119 22 

61 14 88 18 

48 1 1 55 13 

32 13 45 13 

22 a 39 1 1 

29 IO 4c 1 1 

34 10 93 15 

15---- 6 27 8 

%ampllng errors are stated at the 95 percent confidence level 
Note The uwerse of hospitals was 5,274 In 1983 5,434 In 1984 and 5,559 In 1985 
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Append= VIII 
Estmated Hospital Data and Related 
sampling Errors for Policy Yrars 19%3,1984, 
and 1985 

Table Vlll.4. Average Malpractice Insurance Costs Per lnpabent Day and Related Samplmg Errors by Size of Hospital and 
Region -~ 

1983 1984 1985 
cost Sampling cost Sampling cost Sampling 

Group per day errop per day errora per day errora _____~___--_----_-- _ ~ -~ --- - - - ~~ __~.__. ~- ---- 
All hosprtals $3.02 $0.20 $3.81 $0.27 $5.60 - - ~ -$T.zi 

By hospital size (no of beds): I_____~~--~ -~ --- - - ~~- 
Fewer than 50 2 72 60 3 29 68 4 60 72 

5oto99 2 72 50 3 47 52 5 10 62 

100 to 199 2 86 32 3 88 62 5 74 78 

200 to 299 3 16 39 3 56 42 5 15 56 ~~_-----~~-~-- ~- ~--__--_~--~ 
300 to 399 365 46 4 78 1 17 8 27 3 56 

400 to 499 3 79 70 5 03 1 32 7 37 1 76 

500 or more 4 30 42 517 55 6 94 68 

By region: -.__----- --.-----~---~ - . . - - - ~~ -~ - - -~ 
1 New England 2 48 33 2 79 33 4 31 55 _---_---.----- ----- ~ - ~---~ -- 
2 Middle Atlantlc 3 18 26 3 69 54 510 74 __--- __--~ 

--~ 3 South Atlantlc 2 75 35 378------- 79 5 16 63 

- 
~------ ~~- 

4 East North Central 3 30 47 4 30 65 7 38 1 96 --.------ --~ -- __~~-- _ - --~ - 
5 East South Central 2 15 67 2 49 63 3 86 a7 I_~ _I____ __-__-- -~ - 
6 West North Central 1 61 15 2 19 27 3 60 51 --- -- --- _____ ~- -- 
7 West South Central 1 53 21 2 27 55 330 61 ------~ - .------ ----- --- 
8 Mountain 3 25 47 -429 72 6 78 1 40 -__ ---~---- - - 
9 Pacific 671 1 34 7 86 1 49 10 16 1 37 

?Eiampltng errors are stated at the 95 percent confidence level 
Note The universe of hospitals was 5,487 in 1983, 5,556 In 1984. and 5,626 In 1985 

Table Vlll.5: Distribution of Changes in 
Malpracttce Insurance Costs Per Figures in percents 
Jnpatlent Day From 1983 to 1985 and 
Related Sampling Errors Changes 

Sampling 
Hospitals erroP 

Increases of less than 10% or decreases 15 1 24 -~~---~ -._--- ----_~~-~-_~ 
Increases of 10% to 49% 24 7 27 

Increases of 50% to 99% 21 1 26 

Increases of 100% to 199% 24 1 27 ------ -- 
Increases of 200% to 299% 80 20 --- 
Increases of 300% or more 67 17 

%ampilng errors are stated at the 95 percent confidence level 
Note The universe of hospitals was 5 472 
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Appendur VIII 
Estimated Hospital Data and Related 
Sampling Errors for Policy Years 1983,1984, 
and 1985 

Table Vlll.6: Dlstributlon of Changes In Malpractice insurance Costs Per Inpatient Day From 1983 to 1965 and Related Samplmg 
Errors by Region --- 
Changes In percents 

Changes ~- 
Increases of less than Increases 

10% or decreases 10 to 49 percent 50 to 99 percent 100 percent or more 
No. of Sampling Sampling Samplmg Sampling 

Group hospitals Hospitals errolg Hospitals errop Hospitals errop Hospitals erroP 

All hospitals 5,472 15.1 2.4 247 2.7 21.1 2.6 38.6 3.2 

By region, 
i New England 

2 Middle Atlantic 

3 South Atlank 

4 East North Central 

5 East South Central 

6 West North Central 

7 West South Central 

8 Mountain 

9 Pacific 

243 193 60 277 64 21 0 62 32 1 63 

566 250 56 369 60 171 44 21 0 50 

780 194 54 21 9 57 21 2 52 374 66 

861 113 36 252 60 244 60 38 3 68 

441 212 133 145 96 66 43 577 138 

- -- 792 78 47 103 68 262 86 477 94 

is0 168 103 22 4 110 222 108 385 126 

354 87 47 28 7 7.5 21 2 67 41 4 80 

685 112- 61 30 9 a7 22 6 a0 34 7 91 

“Sampling errors are stated at the 95 percent confidence level 
Note Detail may not add to ‘otal due to Independent estlrnatlon 
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Appendur VIII 
Estimated Hospital Data and Related 
Sampling Errors for Pohcy Years 1983,1984, 
and 1985 

Table V111.7: Distribution of Changes in Malpractice Insurance Costs Per lnpatrent Day From 1983 to 1985 and Related Sampling 
Errors by Size of Hospital 

Changes in percents 
Chanws 

Increases of less 
than 50% or Increases 
decreases 50 to 99 percent 100 to 199 percent 200 to 299 percent 300 percent or more 

No. of Samphng Samplrng Samphng Sampling 
Group hosprtals Hospitals erroP Hosprtals errop Hosprtals 

Sampling 
errore Hospitals erroP Hospitals errora _-- --_--_------~~ - ~- 

All 
hospitals 5,472 400 3.1 21 1 26 24.1 27 8.0 2.0 6.7 17 

Bv hosprtal srze (no. of beds)- 
Fewerthan 
50 1,127 365 97 22 1 ~~ ---~~- -~~-- ~ -~- . 

- 50to99 1,360 330 68 214 

100 to 199 1.304 409 54 193 

200 to 299 707 547 66 152 ____ __~~ _ ~_-__ ~-__ - 
30oto399 412 468 71 -24 B 

400to499 255 377 73 300 __~-__-_---_-~ ~~~- _ ~ 
5OOor more 299 398 48 257 

- _~ ~~ _ ~~ _ -~_~ _ __ __ ~_ __ 

85 20 5 77 152 78 57 39 

54 308 67 54 30 94 48 

44 25 2 49 87 33 59 27 

50 204 52 53 29 44 26 --~----~ - 
64 177 51 41 26 68 35 

70 209 64 45 28 69 36 ------ ~----_~ 
44 23 1 42 48 22 65 22 

3ampllng errors are stated at the 95 percent confldence level 
Note Detail may not add to total due to Independent estlmatlon 

Table VIII.& Average Annual 
Malpractice Insurance Cost Per Bed 
and Related Sampling Errors 

Average annuaf costper bed 
No of Sampling 

Year hospitals Amount errore 

- 1983 4966 $99966 $6223 

1984 5138 123144 8340 

1985 - -- 5221 1.783 91 12740 

%ampllng errors are stated at the 95 percent confidence level 
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Append= VIII 
.- 

Estimated Hospital Data and Related 
Sampling Errors for Pohry Years 1983,1984, 
and 1986 

Table Vlll.9: Dlstrlbutlan of Decreases 
in Inpatient Days From 1983 to 1965 Figures In percents 

and Related Sampling Errors Sampling 
Decreases Hospitals erroP 

1 to 19% 41 0 26 - ~ 
20 to 39% 33 9 31 

40% or more 92 21 

?Sampllng errors are stated at the 95 percent confidence level 
Note 1 The universe of hospllals was 5 695 

Note 2 The balance of about 16 percent of the hospitals had either no change or an Increase In inpa- 
tlent days 

Table Vlll.10: Inpatient Days and Related Sampling Errors by Size of Hospital and Region - 
Figures In mllllons 

1983 1984 1985 
SamplinY Sampling Sampling 

Group No. of days errora No of days error’ No. of days erroP ~ -. -~ -~ 
All hospitals 267.1 41 251 1 4.0 232 1 40 

By hospital site (no. of beds). ~-~ 
Fewer than 50 75 

50 to 99 22 3 

100 to - 48 l ~___- .~_ 
200 to 299 47 7 ~~~ 
300 to 399 40 9 --- 
400 to 499 32 7 _--- -~ ~~ ~~~~ - ~~~ 
500 or more 67 8 

By region: --~ ~ ~~_ .- _.._ ~~~~ 
1 New England 14 1 __I- 
2 Middle Atlantic 50 7 - ___ ~~~~ ~~~ 
3 South Atlantic 43 6 ~ -- -_____ ~-~ -.- 
4 East North Central 51 0 -_ _ -- ~~- 
5 East South Central 197 --- . ~______ 
6 West North Central 23 4 -- 
7 West South Central 

8 Mountain 

-27 6 

10 1 

9 Pacific 269 

9. 70 9 59 
--12 -~ 12 204 la4 

18 43-9 17 40 3 

- 14 446 14 40 7 

13 38 8 14 36 1 

~~ --- ~- 10 30 9 10 28 a 

--- 2 5 655 24 61 9 

5 134 5 127 

16 49 6 17 47 0 

14 40 7 13 37 9 

16 47 2 15 42 4 

19 186 18 168 

12 20 9 11 ia8 

12 26 1 13 23 5 

6 94 6 86 

15 25 2 15 24 3 

a 

12 -- 
18 

14 

14 

1 1 

24 

4 

la - 
1 

15 

18 

10 -.- 
13 

6 

15 

?jampling errors are staled at the 95-percent confidence level 
Note 1 Detail may not add to total due to Independent estlmatlon 

Note 2 The universe of hoipltals was 5 696 in 1983 5,747 in 1984, and 5 753 II- 1985 
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Appendur Ml 
-- 

Estmated Hospital Data and Related 
Sampling Errors for Policy Ycm lQ%, 1984, 
and 1985 

Table VIII.1 1: Dlstrrbutlon of Changes in 
Combmed Per-Occurrence Limits From Figures In percents 
1993 to 1995 and Related Samplmg Sampling 
Errors Change Hospitals error+ 

Increased lrmlts 34 3 28 

Decreased limits 82 18 

No change 57 4 31 

%ampllng errors are stated at the 95percent confidence level 
Note The universe of hospitals was 5 597 

Table Vlll.12: Distribubon of Self-Insurance Trust Fund Only Source and Related Sampling Errors by Sire of Hospital and Region 
Self-Insured and sampling error tn percents _~--__~-__~~-. 

1983 1985 __ 
Hospitals Sampling Hospitals 

Group Total Self-insured 
Sampling 

errop Total Self-Insured errop 

All hospitals 5,697 56 14 5,732 57 15 

By hospital size (no. of beds): ---_--__--- _~ _ ~-_-~ 
36 

- --~~---~ 
Fewer than 50 1,169 28 1 197 73 45 

50 to 99 1,405 67 39 1,405 67 39 ~ ~~- _-_ 
100 to 199 1 361 65 25 1,372 50 23 

200 to 299 716 38 27 716 32 25 

300 to 399 438 48 33 438 41 31 

400 to 499 269 78 40 265 48 30 

560 or more 337 80 -27 337 64 24 ---~~-- 
By region: 

1 New England 251 00 00 251 00 00 

- 2 Mlddle Atlantlc 600 16 13 600 9 1 1 

3 South Atlantrc 814 89 -4 2 874 89 42 --~-- ~- -~ 
4 East North Central 895 93 34 898 40 24 __ ~~~ ---~--------_- ~- _ _ __~ _ _ _ ---- - -- 
5 East South Central 482 127 93 480 23 4 132 

6 West North Central 783 3 6 -3-6 783 36 36 

7 West South Central SOS 32 24 a45 31 23 

8 Mountain 361 55 40 361 55 40 

9 Pack 704 30 29 700 36 31 

%ampllng errors are stated at the 95 percent confidence level 
Note Detail may not add to total due lo Independent estlmatlon 
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Appendix VIII 
Estimated Hospital Data and Related 
Sampling Errors for Pohcy Years 1983,1984, 
and lb85 

Table Vlll.13: Dlstnbutlon of Purchased Insurance Only Source and Related Sampling Errors by Size of Hospltel and Region 

Purchased and sampling error In percents 

1983 1985 
Hospitals Sampling Hospitals 

Group Total Purchased erroP Total Purchased 
SamwW;j 

~_--------.-- ~ ~ -- - 
All hosoitals 5.697 75.9 2.4 5.732 73.6 2.7 

By hospital size (no. of beds): 

Fewer than 50 1,169 

50 to 99 1.405 ~__~---_ - -~ ~ - - ~- ~ 
100 to 199 1 361 --- 
200 to 299 716 

300 to 399 438 _~- - ~__.-~_- -~ ~ -.~~~ -_ ~ 
400 to 499 269 __~~___~.~__ - ~ -. - ~ ~ _ - 
500 or more 337 -.- 
By region. 

1 New England 251 -_-~-- -~ - ~ .- ~~ -~ ~- - .~ 
2 Middle Atlantlc 600 - ~ -. 
3 South Atlantic 814 

4 East North Central 895 

5 East South Central 482 

6 West North Central 783 

7 West South Central 806 __ - -~ ~~ -_ ~~ ~ 
a Mountain 361 

9 Packfbc 704 

85 2 64 1,197 79 1 a2 

&6- -- 52 1,405 823 56 

73 8 49 1,372 72 1 49 

-- 762 52 716 77 0 52 

60 2- 66 438 59 3 67 

~~ 553 --76 265 58 0 75 

48 5 46 337 47 a 46 

91 3 34 251 a9 4 40 

-800 ~- 39 600 81 4 30 

63 0 64 814 59 6 65 

-- 706 46 898 72 3 46 

78 5 100 480 67 2 136 

- 
~ -- -~ ~ -~_-- - ~~_ 

a75 60 783 a7 5 60 

79 o- 
~-~ ~~~ _ -~ ~ _ _ ~~ _ _~ _ ~_~ 

88 a45 74 0 102 

~~ 65 a 78 361 64 3 79 

75 6 77 700 72 4 82 

%3ampl!ng errors are stated at th? 95-percent confidence level 
Note Detail may not add to total due to Independent estimation 
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Appendix VIII 
Estimated Hospital Data and Related 
Sampling Errors for Policy Yeam 1983,1984, 
and 1985 

Table Vlll.14: Distributwxl of Self-Insurance and Purchased Insurance Combination Source and Related Samplting Errors by Size 
of Hospital and Region 
Comblnatlon and sampling error In percents _-- ~~-_~- ----- ~-.-..~ ~~ - -- ~- ~ - - - - 

1963 1965 
Hospitals Sameyg Hospitals 

Group Total Combmation Total Combination 
Sam,p,;;g 

- ~ ~_--~-- -____ 
All hospitals 5,697 16.3 2.0 5,732 16.9 2.2 

By hospital size (no of beds): -.----- ~ ~_--__-~ 
Fewer than 50 1 169 94 55 1,197 119 66 ---- -~~ -.- 

~- 50 to 99 1 405 69 36 1,405 101 42 

100 to 199 1,361 174 42 1,372 21 3 45 _ _ -~ ~ ~~ -~-.------ 
200 to 299 716 195 47 716 193 46 ~~------~ -- ~~~ --~~~~ ~- ~------~- 
300 to 399 438 31 1 62 438 32 7 63 

400 to 499 269 33 3 72 265 34 4 72 -_--~-- ----- -~ -_~ -~- 
500 or more -337 35 7 43 337 39 0 44 ~~-~- -- ~ .- - ~- - 
By region: -_~ - 

-- 1 New England 251 ai 34 251 100 40 

- 2 Middle Atlantic 600 128 33 600 125 33 

3 South Atlantic 814 26 3 53 al4 30 1 58 - ----- 
4 East North Central 895 20 1 38 898 23 7 42 ~ - -- ~ - ~- ~~ ~~-.- - ~~- - 
5 East South Central 482 60 39 480 7 7-----43 ~----- 
6 West North Central 783 70 42 783 70 42 -_~- ~- ~ _ ~- - 
7 West South Central 806 127 80 a45 la7 98 - ~~---~ ---~--- ~- - -~-~~~_ 
8 tvlountaln 361 27 8 73 361 29 3 74 

- 9 Pack 704 214 74 700 24 0 78 

%ampl~ng errors are stated at the 95 percent confidence level 
Note Detail may not add to total due to independent estlmatlon 
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Appendur VlII 
Estunated Hospital Data and Related 
SampLing Errors for Policy Years 1983,1984, 
and 1985 

Table Vlll.15: Distrfbution of No Coverage Source and Related Sampling Errors by Size of Hospktal and Region 
No coverage and sampling error In percents _~.._. ~ 

1983 1985 
Hospitals - Samphng Hospitals 

Group Total No coverage erroP Total No coverage ~- -. ~- ~~~~ 
All hospitals 5,697 21 0.8 5,732 18 

Sampling 
erroP ..- .-_ 

0.7 

Bv hOSDlta1 size hI0. of beds): 
* . ..-.-L- 

Fewer than 50 1,169 18 

50 to 99 1,405 9 

100 to 199 1,361 23 

- 200 to 299 716 5 

300 to 399 438 40 

400 to 499 269 36 -.- 
500 or more 337 78 

By region. 
1 New England 251 6 

2 Mlddle Atlantlc 600 -55 

3 South Atlantlc 814 18 

4 East North Central 895 00 -- 
5 East South Central 482 28 

6 West North Central 783 18 

7 West South Central 806 50 

8 Mountain 361 8 

9 Paclflc 704 00 

23 1,197 17 

16 1,405 9 --. ~.~~~~~ 
15 1,372 15 

8 716 5 

28 438 40 -- 
22 265 28 

26 337 69 

7 251 6 

22 600 52 

17 814 14 

0 898 00 -. ~~ 
29 480 17 

30 783 18 

35 845 42 -.- 
13 361 8 

0 700 00 

23 

16 

12 

a 

28 

19 

25 

--- 
7 

22 

17 

0 

22 

30 

32 

13 

0 

?amplIng errors are stated at the 95-percent confidence level 
Note Detail may not add to total due to Independent estlmatlon 

Table Vlll.16: Distribution of Cost- 
Minimizing Changes In Insurance 
Coverage From 1983 to 1985 and 
Related Sampling Errors 

Figures In percents 

Coverage change 

Decreased per-occurrence llmlts only 

Added self lnkrance trust fund 

Swltched to claims-made-pdllcles 

Added deduct Me or ncreased llmlts of deductible 

Hospitals 
Sampling 

errolg 

70 17 

36 14 

39 12 

36 9 

“Sampling errors are staled at the 95 percent confidence level 
Note 1 The universe of hospitals was 5,783 

Note 2 The balance 01 about 82 percent of the hospitals made no cost minimizing changes 
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